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Does Business Wait On Banking 
Courage ? 


By LAURENCE STERN 


How Far Can This Market Go? 


By A. T. MILLER 


Oil Industry At the Crossroads 


By NICHOLAS T. CALHOUN 
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Zhe Horse—nor the Harness 


No. 3 in a Series of Advertisements, 
*‘Seasoned by Time”’ 


T’S not the harness that pulls 

the wagon... it’s the horse. 

It’s not the tanks and turbines, pipes 
and poles that make a utility system 
... it’s the Men. 

Thirty-three men who are the chier 
executives of the Associated System 
average 26 years in service. They were 
seasoned in the quarter century that 
saw the phenomenal rise of the electric 
industry, the rejuvenation of the gas 
industry, and the development of the 
holding company that did much to 
make both these possible. 


Mature Management 


Seven of this group of 33 have served 
more than 30 years... 28 more than 
20 years. There are in addition 283 
major executives who have averaged 
16 years in System service. These men 
direct the activities of the 14,600 As- 
sociated employees. 

Both gas and electricity face years of 
expansion that will need the direction 
of this type of mature management. 


Electricity in 1940 —It is 
estimated that by 1940 electric 
output will increase 85%; gross reve- 
nues from light and power, 59%. Tele- 
vision, railroad electrification, air con- 
ditioning and the electron tube are 
among fields for expansion. Some be- 
lieve the electric utilities will be the 
next major industry to lead America 
through a new cycle of prosperity. 
Gas for heating — Development 
of gas for heating promises further ac- 
complishment for this industry that 
produced more. gas during the past 
decade than during the preceding cen- 
tury. Heating homes, heating water, 
and new uses for industrial heating 
offer outstanding growth possibilities. 
Research projects under way include 
utilization of gas for cooling homes 
and buildings in summer. 
The Associated System, which serves 
1,432,108 customers in 3,117 com- 
munities, is prepared by policies of 
long-term management to participate 


in the years of growth ahead. 


For information about Associated System facilities, service, rates, etc., write 


Associated Gas and Electric System 


ES 
61 Broadway New York City 

















TO RECOVER YOUR ORIGINAL 
INVESTMENT CAPITAL 





CONSIDER THESE 
SEVEN FEATURES 





The Investment Service has 
seven unusual and valuable 
features, which make this 
service an essentially practi- 
cal one. This service is:— 


PERSONALIZED 


Each subscriber’s account is 
treated individually. All 
recommendations are based 
on the subscriber’s personal 
requirements. There are no 
“blanket” recommendations. 


COMPREHENSIVE 


The service covers all types 
of securities—bonds, com- 
mon stocks, and preferred 
stocks. 


CONFIDENTIAL 


The affairs of every sub- 
scriber are held in the strict- 
est confidence. This is guar- 
anteed by the integrity and 
high business standards of 
THE MAGAZINE OF WALL 
STREET. 


CONTINUOUS 


The service supervises each 
subscriber’s holdings con- 
tinuously so that no develop- 
ment can take place un- 
known to the service 

tors. Recommendations are 
made at the time when they 
will be of greatest value, and 
subscribers are not obliged to 
consult the service in order to 
— recommenda- 

ions, 


AUTHORITATIVE 


The directors of the service 
are experts who have been 
hand picked from THE 
MAGAZINE OF WALL 
STREET staff for their 
known ability to render valu- 
able investment advice. 


RELIABLE 


THE MAGAZINE OF WALL 
STREET is an outstanding 
authority in judging security 
values, and its reputation in 
this respect assures the relia- 
bility of the service, 


UNBIASED 


The Investment Management 
Service has no canueliion “ts 
sell and holds no brief for 
any particular investment. 





The present business and financial situation offers you an op- 
portunity—which may not be equalled for years to come—to re- 
cover investment losses and make substantial profits as well. But 
you must act wisely—and promptly. 3 


There are many companies whose securities are today definitely 
under-priced—but not all issues deserve this rating. Some which 
were formerly well situated do not show prospects of early or 
sustained recovery.. If you are to derive maximum investment 
profits you must choose carefully and buy at the proper time. 


The Investment Management Service will assist you in making 
your present portfolio the basis of a profitable campaign, aud 
through the daily supervision of your holdings by investment special- 
ists it will permit you to always keep your funds most profitably 
employed—consistent with safety and conservative investment pro- 
cedure. This service differs from the usual advisory service with 
which you may be familiar—for it is a personal form vf counsel 
adapted to exactly fit each client’s specific needs. The cost is mod- 
erate—and you do not require new capital to derive full benefits. 


If you will send us a list of your present security holdings we 
will be glad to outline the specific application of our counsel in 
your case and to advise you regarding the cost of our guidance. 
Send in the coupon below and be sure to give us all] of the data 


requested. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, \. ¥. 


Investment Management Service 
42 Broadway, New York, N. Y. 


Gentlemen: 


I am enclosing herewith my list of holdings. Kindly study this list and tll 
me, by mail, how your service would help me solve my investment problems. 
Also send me your booklet and the minimum cost of service on my account. 
This places me under no obligation. 


My present investment capital, in addition to the securities listed, 
is approximately $ 
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INVESTMENT AND BUSINESS TREND 

Taking the Pulse of Business 

How Far Can This Market Go? By A. T. Miller. 

The Dynamite in the English Situation. By Henry Richmond, Jr.... 
Does Business Wait on Banking Courage? By Laurence Stern.. 
Oil Industry at the Crossroads. By Nicholas T. Calhoun 
Capitalizing Ingenuity. By Ward Gates 

Foreign Bonds Are Homeward Bound. By George E. Anderson... 
Things to Think About 
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Southern Pacific Co., Oregon Lines Ist “A” 414s, 1977. By ersenena 
P. Hartwell 


PUBLIC UTILITIES 
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Low-Price Dividend Payers of Investment Merit: 


Louisville Gas & Electric Co. 

Socony-Vacuum Corp. 

Pillsbury Flour Mills, Inc. 

Burroughs Adding Mach:ne Co. 

Waldorf System, :nc. 

McCrory Stores Corp. 
Additional Dividend-Paying Stocks of Low Price 
Air Reduction. By Thomas R. Needham 
For Profit and Income. Market Indicators. 


READERS’ FORUM 

Short Selling. By John Durand 

Is It Possible to Control the Business Cycle? 

Low Margin Requirements Are a Favorable Indication 


TRADE TENDENCIES 

Business Registers Few Gains 

The Magazine of Wall Street’s Indicators. 
mon Stock Price Index 


ANSWERS TO INQUIRIES 

New York Stock Exchange Price Range of Active Stocks 
Securities Analyzed, Rated and Mentioned in This Issue 
Important Corporation Meetings 

New York Curb Exchange 

Market Statistics 

Over-the-Counter 


NEW 


STRAIGHT EIGHT 


5 passenger 2-Door Brougham 
New 127” Wheelbase Chassis 


Preferred Stock Guide 
“Tips” on Books 
Important Dividend Announcements 
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ing; Pacific Coast, Simpson-Reilly, Union Oil Bidg., Los Angeles; Russ Building, San 
Also STANDARD MODEL 


°945 


SUBSCRIPTION PRICE—$7.50 a year in advance. Foreign and Canadian $8.50. 
f.o. b. Connersville, Ind. 


Please send International money order or U. S. Currency. 
TO CHANGE ADDRESS—Write us name and old address in full, new address in 
Equipment other than standard at extra cost 
AUBURN AUTOMOBILE CO., AUBURN, IND. 


full, and get notice to us three weeks before you desire magazine sent to the new address. 
EUROPEAN REPRESENTATIVES—lInternational News Co., Ltd,, Breams Bldg. 
London, E. C. 4, England. 
Cable Address—Tickerpub. 
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H.M.Byllesby and Co. 


INCORPORATED 


UNDERWRITERS, WHOLESALERS AND 


RETAILERS OF INVESTMENT SECURITIES 


eee SPECIALISTS IN PUBLIC UTILITIES 


CHICAGO 


BOSTON ° PHILADELPHIA 
MINNEAPOLIS ¢ ST. PAUL 


DIRECT PRIVATE WIRES 


231 SO. LA SALLE ST, 


PITTSBURGH * PROVIDENCE 
DES MOINES ° KANSAS CITY 


MILWAUKEE + ST.LOUIS ° 


CHICAGO - NEW YORK 


NEW YORK 


111 BROADWAY 


DETROIT * CLEVELAND 


BOSTON - PHILADELPHIA 











Telephone Bond and Share 


Company 


Kansas City, Missouri 


The regular quarterly dividends 
of $1.75 per share on the 1% 
First Preferred Stock, $1,00 per 
share on the Participating Pre- 
ferred Stock and dividends on the 
Class A Common Stock payabie 
either in stock at the rate of one- 
fiftieth (1/50th) of one share or 
in cash at the rate of 50c per 
share. will be paid on October 15 

Extra and participating dividends 
amounting to $1.00 per share will 
also be paid on the Participating 
Preferred Stock on October 15, 1931. 

An extra eash dividend of 25c 
per share will also be paid on the 
Class A Common Stock on Octo- 
ber 15 1981 

The dividends on the First Pre- 
ferred and Participating Preferred 
Stocks will be paid to the stock- 
holders of record on September 
25 1931 

The dividends on the Class A 
Common Stock will be paid to the 
stockholders of record on Septem- 
ber 21, 1931. 


. Vv. BE. CHANBY, 
Vice President and Treasurer. 




















Large or Small Orders 
executed with the same courtesy 
and careful attention. We have a 
special department for Odd 

{10 share orders accepted on margin} 

Helpful booklet MG on Trading 
Methods sent free on request 


(HisHoum & (HapMAN 


Members New York Stock Exchange 
52 Broadway 


Dividend Notice 


Pacifie Lighting Corporation Comman Stock; Dividend No. 88, pay- 
able August 15, 1931, to stockholders of record July 20, 1931. 

Pacific Lighting Corporation $6 Dividend Preferred Stock; Dividend 
No. 96, payable July 15, 1931, to stockholders of record June 30, 1931, 


PAcIFIc 


Unifying the following companies 
(together with the Santa Maria Gas 
Co. ] to form a compact and complete- 
ly interconnected utility system, for 
economy of operation and of supply- 
ing capital for extensions and improve- 
ments. The Pacific Lighting group, 
established in 1886, supplies natural 
gas throughout the major portion of 
Southern California and both natural 
gas and electricity.in the city of Los 
Angeles, serving 976,000 customers. 


LIGHTING 


CORPORATION 


DIVIDENDS OF 
SUBSIDIARY COMPANIES: 


Southern California 
Gas Corporation 


$6.50 Dividend Preferred Stock; dividend payable 
August 31,1931,to stockholders of record July 31,1931. 


Los Angeles Gas and 
Electric Corporation 


6% Preferred Stock; dividend payable August 15. 
1931, to stockholders of record July 31, 1931. 


Southern California Gas Company 
6% Preferred Stock; dividend payable July 15, 1931, 
to stockholders of record June 30, 1931, 
Southern Counties Gas 

Company of California 


6% Preferred Stock; dividend payable July 15, 1931, 
to stockholders of record June 30, 1931. 


Dividends on all of the foregoing issues have been 
paid uninterruptedly since the initial dividend. 





Members New York Curb Exchange 
New York 














| PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO 
a 
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Over 1600 Securities 


Earnings, 1929-30-31—Price Range—Current Comment 
—Investment Rating 


Revised monthly giving you at a glance essential facts 
and up-to-date data for checking security values. 


The MacazInE oF WALL STREET’S Monthly “Adjustable Stock Ratings” keeps you 
posted on current developments and investment outlook for every New York 
Stock Exchange Security, important Curb Market Securities and Bank and Insur- 


ance Stocks. 
Our monthly “Adjustable Stock Ratings” will be of inestimable help to all subscribers to THE 
MAGAZINE OF WALL STREET in keeping up-to-date on all securities in which they may be inter- 
ested and in checking changes in the outlook for securities previously purchased. 
Now, more than ever with business turning the corner, you will want the guidance of THE 
MAGAZINE OF WALL STREET supplemented by our “Adjustable Stock Ratings” so that you 
can— 

—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 

—Know what industries are progressing—which are declining. 

—Know what companies offer the soundest profit possibilities. 

—Have all the essential facts all the time. 


Original Methods Special Advantages 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 


any security consult these ratings. Business conditions naturally — 


change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 

Our Comments are changed frequently, keeping you up-to-the- 
minute on new developments likely to affect prices. 

_Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


—Handy Pocket Size. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. 

Statistical Data:—You will find the important statistics so 
essential in judging and keeping track of your company—earn- 
ings—price range—dividend information—funded debt—shares 
outstanding—ticker symbols, and latest interim earnings aveilable. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 
sary to every investor. These “Adjustable Stock Ratings,” in combination with THE MaAGa- 
ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


For a limited time we offer THe Macazine or Watt Street for one year, including full consultation privileges of our Personal 
Service Department, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year (regular price $2.50)—all for 
$9.00. If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


of the Monthly “Adjustable Stock Ratings.” 


DEER se Oe 


Mail This Coupon Today -——————-——-——-—-——-——--—-—— 


Sept. 19, R. B. 1931 


Enclosed is sy check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full consultation privileges of your Personal Service Department and also send me the next 12 issues 


Canadian and Foreign $1.00 additional 
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What You Want Is Yours for 


the Asking 


OR more than 23 years it has been the aim of this publication to serve 
its readers with subject matter which would prove of the maximum 
interest and value in the conduct of their own businesses and in the 

making of successful investments. Judging by our correspondence, we 
have at least approximated the mark. It is, however, our constant desire 
to increase the practical worth of each issue and to further cultivate per- 
sonal service through the establishment of a closer relationship between 
this Magazine and the reader as well as to provide a common ground on 
which readers may exchange views among themselves. 


It was with these obiectives that the Readers’ Forum, which appears 
in each issue, was established. At its masthead it carries a slogan which 


reads in part: 


*“The Readers’ Forum belongs to the readers of THE 
MAGAZINE OF WALL STREET and is intended ex- 
clusively to serve them in the discussion of problems of 
general investment interest. This department welcomes 
and invites contributions from its readers without imposing 
rigid restrictions as to their choice of subject matter.” 


This sentiment is the spirit of a department whose pages are open to 
your expression. We have in other words provided a round table for the 
interchange of views between editor and reader, between reader and any 
outstanding authority in a specific field or between readers themselves. It 
is our belief that free expression of thought and mutual exchange of counsel 
on economic, financial, investment and business subjects are particularly 
welcome and helpful at this time. 


The Forum provides you with space for criticism or suggestion in 
connection with the writings of any author in this Magazine or elsewhere. 
If you differ from the anlar or interpretation of a writer or another 
reader, or if you have supplementary information to offer, write to the 
Readers’ Forum and let us all benefit by your views. Perhaps you have 
a pet subject whose discussion would be generally helpful. If you are 
confronted with a problem which may be common to other readers tell us 
about it and we will try to find a sound and practical solution. If you 
desire the views or experience of any prominent individual, let us see 
whether our combined invitation will not bring them forth. 


It is our hope and belief that a closer bond of understanding, a sincere 
and co-operative effort among readers, editors and authors will redound to 


the benefit of us all. 
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INTERNATIONAL POWER 
and PAPER COMPANY 
of NEWFOUNDLAND, LIMITED 
¥ 


Gross sates of International Power and Paper 
Company of Newfoundland, Limited for the six 
months ended June 30, 1931 amounted to $4,301,- 
751 as against $4,230,808 for the corresponding 
period of 1930. Net revenue, including other in- 
come, available for interest and reserves amounted 
to $1,519,468 as compared with $1,364,479. 


This is an increase in net revenue of 11 per cent 
over last year in spite of the effect on 1931 earn- 
ings of the $5 per ton cut in newsprint prices. 
Mill operating efficiency is increasing steadily and 
large savings in fuel costs are resulting from the 
installation of 58,000 horsepower additional gen- 
erating capacity at the Company’s hydro-electric 
plant. 


Net revenue, including other income, for the 
first six months of 1931 was at the rate of almost 
13 times the interest requirements on the first 
mortgage bonds before deductions for deprecia- 
tion and depletion, and 10 times such interest re- 
quirements after deductions for depreciation and 
depletion. 


For a copy of the 1930 report of International Power and 
Paper Company of Newfoundland, Limited, address 


INTERNATIONAL. 


PAPER and POWER SECURITIES, Inc. 
220 East 42nd Street, New York 
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The BIGGEST 
Asset of All 


TEWART-WARNER, now 
celebrating its 25th Anni- 
versary, is commemorating 
the event with a new Silver 
Jubilee Line of Radios—from 
a standpoint of value, as great 
a line as was ever put on the 
market, even by Stewart- 
Warner. 


The Silver Jubilee Line serves 
only to illustrate the out- 
standing value which from the 
beginning has _ individualized 
all Stewart-Warner products. 
Out of this policy has grown 
a public confidence which to- 
day is Stewart-Warner's most 
priceless business asset. 


Copy of latest financial report 
and list of products manufac- 
tured will be mailed to any 
address upon application. 


STEWART-WARNER 
CORPORATION 


1826 Diversey Parkway Chicago 
and subsidiaries 
Stewart-Warner-Alemite Corp’n 
of Canada, Ltd. 

The Alemite Corp’n 
The Bassick Co. 

The Stewart Die Casting Corp’n 














Are you using 
the earnings of 
your best years 
to provide for 
_later and _per- 
haps less prof- 
itable years? 


More and more people are 
investing in securities of Cities 
Service Company so that they 
may be assured of a second in- 
come when they will need it most. 


We shall be glad to lay before 
you concrete plans for building 
an independent income. 


HENRY L. DOHERTY a CO. 
60 Wall Street, New York 
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Managing Editor 
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C. G. Wyckoff 
Publisher 
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The Call to Unselfish Leadership — Getting Rid of 
Surpluses — Tentative Hope in Commodities — 
Patriotism Above Politics —The Market Prospect 


THE CALL TO NEMPLOYMENT is com- 
UNSELFISH 


LEADERSHIP 


mon to the whole world 

but in perhaps no other 
country does it cast such a re- 
proach on modern progress as in America. We have 
maintained the highest wage scale, have encouraged a 
national enjoyment of things commonly beyond the 
reach of the average man. We have established the 
highest standard of living of any nation. We have 
been skillful in applying science to our industry and 
agriculture, but with all of our progress and achieve- 
ment it is possible for six million or more men, who are 
willing and able to work, to stand idle. The situation 
which faces us this winter is a challenge to the Ameri- 
can “system.” It is a challenge to capitalism and to 
that leadership which brought capitalism to the heights 
it now enjoys. Capitalism is the foundation of the 
national progress we have made. Moreover as we 
know it in this country it has been made a system, 
through the wide distribution of security ownership 
and profit sharing, which, has brought us whatever 
advantages socialism, or even communism, might have to 
offer without the bitter oppression which the latter 
systems actually entail. There is no doubt that labor 
is cognizant of these things, but empty stomachs un- 


hence faces the most severe tests that it has met on 
these shores in several decades. In Europe we may ex- 
pect more intolerance of capitalism on the part of the 
masses. Outside of Russia they have not experienced, 
or perhaps do not suspect, the suffering and oppres- 
sion of socialistic systems. It is therefore not unlikely 
that radical tendencies may be sharply manifested 
abroad. They must not, however be given any grounds 
for extending themselves here. Admittedly this may 
be a difficult task. Suffering and want are conducive 
to the overthrow of whatever system is current, in 
the desperate hope that what is new may be better. 
This is the call to which the most intelligent leader- 
ship in American business and industry must answer. 
It is a time for deep thinking, sound Jogic and abandon- 
ment of politics and political considerations. 

A national committee under the chairmanship of 
Mr. Gifford is already organizing to deal with unem- 
ployment relief. Numerous state and local organiza- 
tions will also be active. But to achieve lasting results 
more individual effort on the part of employers is 
necessary. In this connection it is of interest to con- 
sider the following recommendations from the Cali- 
fornia plan. 

1. Give all wage-earners now on the payroll every 
reasonable assurance of the safety of their jobs, in 


Theodore M. Knappen 


questionably pervert sound reasoning. Capitalism 
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order to relieve their fear of being added to the un- 
employed, and to revive their normal. purchasing 
activities. 

2. Provide the max’mum amount of employment 
consistent with production schedules and sound finan- 
cial practice; wherever possible, stagger or rotate em- 
ployment or place some jobs on a shorter working 
period basis, in order to distribute work available over 
as many as possible employes. 

3. Hold lay-offs to a minimum by eliminating over- 
time and distributing such excess work to additional 
employes, where physically feasible. 

4. Study possibilities within each organization of 
further distributing work among a larger number of 
employes, consistent with efficient operations. (For 
example — staggered employment, shorter working 
hours or working periods, rearranging vacation 
schedules, extra vacations and such other time off on 
a voluntary bas's, etc.) 

This is the time for business leaders—the capitalists, 
if you will, to correct the weaknesses, which. result 
from the ill considered excesses of the boom. -We are 
faced with a national emergency which demands co- 
operation and sacrifice from capital—both from the 
standpoint of humanity, in the relief of suffering, and 
in defense of the system which has made American 
life and progress possible. 


—, 


OF SURPLUSES there is a more cheerful 

note in business, traceable 
d'rectly to huge shipments of grain and flour to China 
Flour mills, labor and railroads will receive approxi- 
rately $3,000,000 for handling the export of 15,000,- 
000 bushels of Farm Board wheat to China, half of it 
ground into flour by Seattle, Tacoma and Portland 
mills. Before long an additional stimulus, will be felt 
from the movement of 7!4 mill‘on more bushels to 
Germany. Here we have just a hint of the revital- 
lizing effects of disposing of Farm Board surpluses upon 
easy credit terms. There is far more to gain than 
could possibly be lost in such arrangements. They 
should be extended to cotton and to other surplus 
products, including those privately owned. The tenta- 
t've, cautious cxperiments in this direction thus far 
made have met with a decidedly favorable response in 
the American press. One of the most conservative 
dailies boldly falls in line with the sentiment of the 
plan, which this magazine proposed some six weeks ago, 
when it says in substance: “Why worry about present 


GETTING RID [: the Pacific Northwest 


profits or moderate credit risks now? The price ad- . 


vantages to be gained in ridding ourselves of the sur- 
plus far outweigh such temporary hazards.” This is 
one of the bright spots of the times, increasing the pres- 
sure for a sensible solution of the surplus problem. 
The Farm Board has little of prestige to lose. . It will 
regain much by liquidating itself and its holdings as 
rapidly as possible, without undue quibbling as to 
terms. The sooner it does so, the sooner will farm 
prices be free to move upward in recognition of the 
basic adjustment which lags only at Washington. 


TENTATIVE HOPE ONTINUED reac: 
IN. COMMODITIES tion in most of the 

basic business _in- 
dices and renewed weakness in the stock and bond 
markets have not yet been followed by any significant 
extension of the general slump in commodity prices. 
As far as it goes, this is a decidedly hopeful factor. 
In the past commod ty prices have almost invariably 
been preceded in advance by business and by the 
security markets. If reliance be placed upon this prec- 
edent, therefore, we would be forced to doubt that 
the commodity average has seen its bottom. Yet the 
economic movements of the last two years have violated 
many precedents and it is perhaps conceivable that the 
order of recovery in this instance could be reversed. 
At any rate, the commodity price changes of coming 
weeks will be of vital interest. Farm products have 
continued to decline and now stand at a new low but 
other groups show resistance and the commodity aver- 
age moderately above the low point of June, has com- 
pleted three months of stability. -A year ago there was 
a similar period of temporary stability which proved 
to be meaningless, but with prices back to the pre-war, 
pre-inflation level of 1913 there would seem to be a 
decidedly stronger basis of confidence in the present 
tentative resistance. 


— 


PATRIOTISM ABOVE HE economic dif- 
POLITICS T ficulties of the 

world, bad 
enough in themselves, are unfortunately bedevilled by 
a tangle of selfish political considerations. International 
business is prostrate under a burden of Governmental 
debt, much of which appears unpayable. And debts 
continue to pile up in a disastrous race of armaments. 


’ As if this were not enough, tariff barriers raise moun- 


tainous obstacles to trade everywhere. Nationalism 
and shortsighted self-interest have run riot. The 
solution, unfortunately, can not be divorced from 
politics, but is it too much to hope that politicians in 
this hour of need will dare to look a bit less fearfully 
at the ballot box and think a bit more of the common 
good? An inspiring example has been set for them 
by a British statesman, one of the few who deserve that 
exalted title. Ramsay MacDonald has put the interests 
of his country above those of his personal career and 
of his party. He has thrown away his political future 
and by the measure of his sacrifice has clinched the 
respectful admiration of the world. If more of this 
true patriotism, which rises above politics and personal 
aspirations were found at the helm of the ship of state 
in every country how generously and confidently world 
problems would be solved! 


—_ 


THE MARKET UR most recent investment 
PROSPECT QO advice will be found in the 
discussion of the prospec: 
tive trend of the market on page 696. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue: Monday, September 14, 1931 
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N the transition period from summer to fall which 
I now obtains, it is difficult to look far beyond cur- 
rent conditions. As yet our barometer offers no defi- 
nite indication of the longer range prospect. The Cost of 
Business Credit line, for example, after its recent mod- 
erate rally, holds unchanged at the new level pending 
fresh developments which may lead to further increase, 
or bring renewed ease, in the demand for funds. Re- 
serve Bank credit has expanded by 270 millions within 
the past two months, which has somewhat more than 
offset a 200-million-dollar increase in circulation. In 
the meawhile, however, bankers’ balances have been 
reduced by 240 millions, so that member bank de- 
posits are now down to a new low record for the 
depression. 

This same absence of a convincing trend is displayed 
by the New Orders graph, which has been creeping u 
gradually during the past year, though not at a rs 
ciently rapid rate to speed up the wheels of produc- 
tion. It is of course too early now for a glimpse of 
what showing will be made by the next point on our 
New Orders graph, though building contracts reported 
for the first three weeks in August were very small. 


While production schedules are governed, over a pe- 
riod of months, by the volume of incoming orders, 
there are times like the past few weeks when the fac- 
tories slow down and accumulate a backlog of unfilled 
orders. The fact that our Business Activity curve has 
reacted rather sharply last month points either to an 
accumulation of unfilled orders, or to a decrease of 
some proportions in the amount of business recently 
booked. In either event, the rate at which the coun- 
try’s leading industries are now operating is so ab- 
normally low that it seems reasonable to expect a re- 
bound of some proportions as September progresses. 
It is scarcely probable, however, that any improve- 
ment which this month may hold in store will be of 
sufiicient magnitude to save the third quarter’s reports 
from making a poor showing—especially in view of 
continued weakness in raw material prices. 

Recent dividend reductions and omissions are the 
logical outcome of current unsatisfactory conditions in 
the business world; and it is quite natural to find that 
our Common Stock index has turned downward in 
response to such negative evidence of any current im- 
provement in the industrial outlook. 
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How Far Can This Market Go? 


Absence of Tangible Business Improve- 


ment Results in Uncertain Trend 


By A. T. MILver 


OING into the last half of September, the stock 
market for the first time since early June is again 
frankly recognizing the realities of continuing busi- 

ness stagnation and the full significance of the resultant 
shrinkage in corporate earning power. Its performance at 
this writing appears to signal an extension of the basic 
bear movement and unquestionably reflects a preponderant 
speculative opinion that genuine economic revival can not 
be expected to show itself before next spring. 


This gloomy anticipation may or may not prove correct. ~ 


Certainly the current business picture offers nothing what- 
ever that can be advanced in refutation. In the receding 
cause of near-term hope it is possible, of course, to argue 
that pessimistic sentiment is suspiciously unanimous, that 
amateur short-selling is as popular as Tom Thumb golf 
used to be and that a rally often comes in an over-sold 
market when least expected. It can be pointed out that in 
the past, major reversals of market trend have occurred 
under just such conditions of apparent hopelessness. It is 
even possible to hope, if one so chooses that the seasonal 
business gains now several weeks overdue will perversely 
make a belated appearance before the middle of October, 
which usually represents the peak of autumn activity. 

But there is scant comfort in these devious intangibles. 
They present a feeble front against the assault of the factual 
evidence. Even if one views the obvious with cautious 
reservations, it is doubtful reasoning to assume that, since 
the majority of speculators always lose, the present bearish 
majority must be wrong. For a year back similarly fal- 
lacious optimism has repeatedly expressed itself. 

It is not humanly possible, of course, to forecast the 


696 


business developments of the next three or four months. 
From the speculative point of view, however, there is no 
reason to try to do so, since, right or wrong, the present 
psychology will dominate the market unless and until it is 
changed by fresh economic developments. 

In the failure of the “autumn rally” which professional 
operators attempted to start in August there is nothing 
surprising. Since the start of the bear market each spring 
has been marked by sizable business gains of seasonal 


~nature and by extensive speculative recoveries; but there is 


no such precedent of fall recovery in the present movement. 
At this season a year ago a new phase of major decline was 
in progress. 

Since the falsity of the rally of last spring was con 
clusively demonstrated in the slump which culminated in 
June, the speculative inclination has been to demand proof 
of genuineness on the next rebound. The moratorium 
rally, sharp as it was, plainly revealed the limitations of 
artificial stimulation and merely provided an attractive 
plateau for continued institutional and “inside” liquidation, 
as is evidenced by the fact that in July and August the 
market failed to come anywhere near the highest June 
prices. 

In this market and in those of the past it has been proven 
time and time again that even the most powerful bullish 
sponsorship is powerless in opposing adverse fundamentals. 
The several veteran operators responsible for the August 
efforts are well aware of this. They were willing to force 
the market only so far. Their program was based on the 
hope both of near-by business gains and of attracting 4 
following to which stocks could be sold. Instead, they 
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found themselves bidding up prices which attracted 
apparently informed liquidation. Their consequent with- 
drawal of support ushered in the September decline. 

The market broke definitely into a downtrend on Sep- 
tember 2. Trading activity, which had dwindled to the 
lowest level in six years, was immediately doubled and in 
the next session was doubled again. Increasing volume on 
the decline once again had signalled an important specula- 
tive change. 


A Faithful Indicator 


Even prior to this development there had been some 
obvious reasons for placing little trust in the “autumn 
rally,” as pointed out in this publication. Chief among 
these and quite aside from the fundamental world prob- 
lems still unsolved, were acute weakness in the railroad 
shares and in the bond market. It is now clear that this 
hesitation of the rails while a few industrials and utilities 
advanced was a faithful index of the underlying market 
trend, as it had been for eighteen months back. 

Various specific developments contribute to the momen- 
tum of the decline, including the receivership for the 
Florida East Coast Railroad, omission of the Lehigh 
Valley, Rock Island and Case Threshing dividends and 
downward revision of the New Haven and New York 
Central dividends. These are but incidents, reminders of 
the condition confronting us. They are probably of less 
market influence than the fact that seasonal gains in busi- 
ness have utterly failed to appear. 

As to the current business records, little discussion is 
required. Operations in the steel industry, more anxiously 
watched than any other index as a reflection of basic in- 
dustrial activity, are officially revealed by the American 
Iron & Steel Institute to have dropped in August to a new 
low for the depression. Output of ingots was at only 31.13 
per cent of capacity. The month represented the most 
stagnant steel business since December, 1921. Moreover, 
the post-Labor Day records indicate no convincing improve- 
ment. From the present low level little recovery can 
experienced between now and the close of October, nor- 
mally the peak steel month of the fall. Accordingly.the 
final 1931 earnings reports of the industry will unques- 
tionably be poor no matter what the fourth quarter holds. 

Car loadings show much less 


them the third quarter earnings will undoubtedly make 
poor comparison. In particular, General Motors profits 
are now estimated at a maximum of thirty cents a share for 
the third quarter, as compared with fifty-three cents for 
the corresponding quarter of last year and with $1.22 for 
the second quarter of this year. 

There is no reason to believe such results are exceptional. 
Rather, they appear to be typical. A great many com- 
panies in basic lines will be hard put to show third quarter 
earnings larger than those of the disastrous first quarter. 
Merchandising companies no doubt are an exception to 
this rule and promise to maintain the improvement of recent 
months. Consumption goods in general reflect the pull of 
low prices upon the retail buyer. 


Third Quarter Earnings 


Yet it will almost certainly be found that between the 
second and third quarters the aggregate base of corporate 
earning power underlying the market has again been 
whittled down. The implications in relation to dividends 
are all too plain. Many companies are temporizing and 
postponing the inevitable, meeting part of their dividends 
out of surplus. The wisdom of such a policy is at least 
debatable. It tends to prolong the agony of liquidation 
and to delay basic readjustments, including frank dealing 
with the problem of wage standards. 

Nevertheless the remaining months of the year will be 
months of unfavorable dividend developments. Despite the 
generally liquidated condition of the market the coming 
omissions and revisions have not in all cases been dis- 
counted. 

As to the broader aspects of depression, little change is to 
be seen. The tendency in most nations in dealing with 
problems of international indebtedness, of tariff barriers, 
of excessive expenditures for armaments and of unbalanced 
governmental budgets is to compromise and postpone the 
reckoning, even to the extent of borrowing anew to meet 
matured debts or the interest thereon. In this country we 
are to hear more and more of tax problems and we are 
coming closer to the assembling of a Congress in which a 
legislative deadlock will cry out for unselfish leader- 
ship. 

In the near-term stock market outlook the technicalities 

suggest a test of the June 2 lows 





than the usual seasonal gains and, 
indeed, with allowance for sea- 
sonal fluctuation, are likewise at 
a new low for the depression. 
Loadings of less than car load lots 
of merchandise freight, a parti- 
cularly sensitive index, make an 
especially poor showing. In the 
asic construction industry cur- 
rent records are equally unin- 
spiring. 

Hopes that the automobile in- 
dustry would provide some 
autumn stimulation have been 
modified. The introduction of 
new models by several makers 
later in the year may provide a 
fillip but can hardly change the 
Picture. In fact, it becomes evi- 
dent that the best business of 
1931 is already behind the in- 
dustry. 

The second quarter profits of 
the motor makers, none too good, 








for industrials and utilities, the 
rail shares having dropped 
decisively to a new bear 
market low. In the industrial 
group belated liquidation of over- 
priced blue chips continues not- 
able. Next to this, the outstand- 
ing technical indication at this 
writing is a distinct lessening of 
the popularity heretofore enjoyed 
by the utilities. 

Regardless of the manner in 
which technical tests are met in 
the next few weeks, prudence 
counsels that long-pull accumula- 
tion be deferred until either obvi- 
ous investment levels are reached 
by the stronger stocks or the 
business skies begin definitely to 
clear. In contemplating the ap- 
proach of this opportunity, the 
single existing bright spot is the 
continuing stability of commod- 
ity prices. It carries only tenta- 
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tive conviction at best. 
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q Will England Be Forced by Circumstances to Abandon the 


Gold Standard? 


q Will She Attempt Mobilization of Privately Held Foreign 
Investments to Protect the Pound? 


q Or Will She, With the Help of Foreign Credit Extension, 


Carry On? 


The Dynamite in the English 


Situation 


By Henry RicHMonp, Jr. 








Bank of England 
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mental causes of her dif_i- 
culties. The straw that 





loses gold — United 
States and France lend 


broke the camel’s back or 
the immediate reasons for 





England $250,000,000 — 
Labor Government falls— 


the present crisis, how- 
ever, are somewhat dif- 





United States and France 
lend England $400,000,- 
000. It is evident on the 
face of it that these head- 
lines brought tidings of 
more than ordinary im- 
portance, but do we thor- 
oughly appreciate the pos- 
sible effects upon our- 
selves of the news so 
curtly portrayed? Why 
did we lend England a 
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ferent. 

London is still the 
world’s clearing house. 
Bills are drawn upon her 
from all parts of the 
globe. She maintains a 
free and active market for 
almost every product 
known to man. Her port 
charges are_ reasonable 
and her warehouse sys 
tem second to none. She 
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is, in fact, the world’s 





further vast sum of money 
when the amount she 
already owes us presents an almost insoluble problem both 
for her and for us? One thing is certain it was not due 
to any innate kindness of heart on our part. We did it 
because we had to, and the reasons, therefore, will shortly 
be made clear. First let us briefly review the cause of Eng- 
land's present predicament and then examine more closely 
the possible effects upon ourselves of the steps being taken 
to extricate her. 

A national financial crisis is exactly the same as any other 
crisis. Conditions grow increasingly grave until there 
comes a point at which the patient must either quickly 
succumb or take a turn for the better. In the case of 
England, her failure to retain the predominant position 


in world trade which she held prior to the war was ex-: 


plained in a recent issue of THE MAGAZINE OF WALL 
STREET.* It was shown that she had been hard hit by 
the world’s new bern nationalism with its striving for self- 
sufficiency by means of tariffs, bounties and restrictions; 
that other nations either were gaining upon her or had 
passed her; and lastly that she was living in the past on 
capital accumulated in the past. These are the funda- 


*July 25, 1931. 
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commercial banker and 
broker. Money is kept on deposit there—vast quantities 
of money—mostly payable on demand. - This money, Lon- 
don, just as would any commercial bank, lends as work- 
ing capital. She is willing to accommodate anyone, any’ 
where, with a short term loan if only it be reasonably well 
protected and of more practical importance than her will: 
ingness to do this, are the facilities at her command. There 
is, -however, one significant difference between London's 
operations at the present time and the manner in which 
she carried out the same thing prior to the war. The 
lack of confidence engendered by this event has made her 
guarantee of both sides of the transaction in her banking 
and brokerage operations vital to the business. It might 
even be said perhaps that she was willing to take risks 
that other countries either would not or could not take, 
although there is absolutely no evidence to support the 
contention that she exceeded her scope as a commercial 
banker by taking her customers’ demand deposits and lend- 
ing them’on long-term, thereby risking the accumulation 
of “slow” assets. Indeed, London’s net liability at the 
commencement of the present trouble was around one bil’ 
lion dollars whereas it was at least 50% more than this at 
the end of 1929. 
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Even so, the fact 
remains that, while 
not exceeding her 
scope aS a commer- 
cial banker, she pro- 
vided Germany with 
large short term 
credits and these, due 
to the recent financial 
difficulties in which 
that country found 
itself, suddenly be- 
came frozen. There 
might have been no 
trouble under ordi- 
nary circumstances, 
for, although London 
was deeply involved 
in the German fiasco, she was by no means disastrously 
embarrassed. Circumstances, however, were far from 
ordinary and a world already suffering from lack of con- 
fidence became increasingly fearful. There was a run on 
the bank. It will never be known whether the run was 
caused solely by fear acting in a normal manner or whether 
other factors contributed to it. If one believes that France 
has done, and is doing, everything in her power to perma- 
nently cripple Germany, it will not be difficult to give 
credence to the theory that France, always objecting to the 
way in which England has helped her old enemy, decided 
to say “enough” when she saw the same thing being done 
in the last German crisis. At any rate, France began to 
draw her London deposits on a wholesale scale. Other 
countries followed suit. Even Englishmen began to send 
their capital abroad, fearing the outcome. 


The rush to sell sterling naturally caused it to decline 
in terms of other money and the depositors began to draw 
something from the bank they had never put in—gold. In 
the four weeks ended August 14, last, the Bank of Eng- 
land lost some 155 million dollars in gold. Now, it is an 
indisputable fact that there is not, and will never be, a 
bank in the world which can pay off its depositors if they 
all demand their money at once. So with London. She 
foresaw the time when her liquid resources would be ex- 
hausted and she would be unable to meet further demands. 

It was at this point that disaster was apparent. New 
York and France seeing the danger provided a credit of 
$250,000,000, with which England bought her own ex- 
change in order to prevent a further loss of her slender 
gold resources. She herself saw where the road was leading 
and did what she could. A coalition government was 
formed in order that a 
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thermore, arrange- 
ments have been made 
for yet another an- 
other credit, which 
will run a year and 
will amount to 400 
million dollars, half 
of which will be pro- 
vided by France and 
half by the United 
States. This credit 
will not be used to 
repay the original 
Bank of England 
credit of 250 million 
dollars, which was 
heavily drawn upon. 

The workings of 
the later and larger credit are interesting and important and 
as they must be referred to later, will be briefly described. 
In effect, foreign bankers agree to purchase at a discount 
(the maximum and minimum rates only being fixed) short 
term British Treasury Bills, similar to those sold by the 
United States Treasury. As these mature, they may be 
renewed at the wish of the British Government. With the 
dollars so obtained, sterling exchange is bought, thereby 
preventing the pound from declining to a point where it 
would be profitable to take gold from London. There is, 
however, one noticeable difference in regard to a hundred 
million dollars of the French share. This sum will be sold di- 
rect to the French public in the form of one-year franc bills. 


There are of course a number of reasons why the United 
States and France lent these vast sums of money to Eng- 
land—most of them obvious ones. There is first of all 
the political aspect. Any unsettlement in England is likely 
to be reflected throughout the world and should therefore 
be smothered at the first sign. The economic reasons are 
equally valid. It is to our advantage to aid the world’s 
commercial banker, not only because we will probably need 
his facilities in the future, but because we have large de- 
posits at stake. In addition, England is one of our largest 
customers and we would naturally therefore do everything 
in our power to promote her well-being, particularly inas- 
much as the danger threatened the purchasing power of 
the pound sterling. She is also our most important debtor 
and any misfortune will react upon her capacity to pay us. 
Finally we have invested immense sums of money in Eng- 
land herself, her empire and also in other parts of the 
world over which London exercises a control which would 
become severely weakened to our detriment if her 
finances were to become 
demoralized. 
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number of drastic and un- 
popular economies could 
be put into effect and the 40 
budget balanced. The 
Bank of England received 
permission to expand tem- 
porarily the fiduciary note 
issue (unbacked by gold) 
in the amount of 75 mil- 
lion dollars, which had 
the effect of enlarging the 
stock of exportable gold 
by this amount. 

It was thought that 
these measures would do 
much to restore confi- 
dence; and events to date 
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correctly interpreted. Fur- 
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While these reasons in 
themselves provide a more 
than ample excuse for our 
willingness to aid Eng- 
land, there is yet another 
which in itself might have 
been sufficient to force us, 
willy-nilly, to protect the 
pound. England’s foreign 
investments are enormous. 
Among them she prob- 
ably possesses a_ billion 
dollars or more in United 
States and Canadian se- 
curities, commonly de- 
scribed as being easily 
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be done, and as The Daily Herald stated actually was done, 
England mobilized these investments for the protection of 
sterling exchange. A similar operation was carried out 
during the World War when by first requisitioning the 
privately held foreign securities of her people, principally 
American, then selling them, she obtained the dollars so 
necessary for the purchase of materials and supplies. Such 
a thing would probably be more difficult at the present time 
as the war pressure is lacking, but nevertheless it could 
be done. If it had, our sorely tried security markets would 
have had to withstand a tremendous attack. They would 
have been shaken to the foundations. There would 
have been widespread impairment of collateral loans, fol- 
lowed by an epidemic of bank failures which would have 
made those to date appear inconsequential. Yet, that which 
we have done is no more than a stop-gap, carried out 
under the pressure of necessity. 


This is not to deny that there is something to be said 
for not crossing your bridges before you reach them, but 
only that it provides still another example of the world- 
wide policy of procrastination which has been followed dur- 
ing the last two years. It is an insult to man’s intelli- 
gence. Germany trembles on the brink of Bolshevism and 
she is “tided-over” for sixty days. The war debts moratorium 
runs a year when it is obvious that here is a question which 
should be settled once and for all. The unemployment 
relief schemes, now so much on the front pages of news- 
papers everywhere, are never more than temporary ex- 
pedients. Our own government faced with a deficit which 
may run as high as two billions of dollars “pussyfoots” and 
floats a bond issue. So with the English financial crisis. 
True, disaster has been averted for the time being, but 
what of the future? How are the holders of British treas- 
ury bills, despite the fact that their face value is in dollars 
and francs, to reobtain real dollars and real francs with- 
out depressing sterling exchange? The credits, of course, 
can probably be renewed or better still it is hoped that the 
bond market will have improved sufficiently to permit of 
a long-term refunding operation, the interest and amortiza- 
tion charges on which will be covered by the yet-to-be 
achieved governmental economies. Such, however, is no 
more than “wishful hoping.” 

There has been little alteration in the fundamental situa- 
tion. England's trade 
is still at a low ebb. 
She still has more 
than 6,000,000 per- 
sons, counting the re- 
cipients of the “dole” 
and their dependents, 
old age pensioners, 
etc., living on the 
state. It should be 
clear by now that 
there is a limit to the 
extravagance of even 
a multi-millionaire. 
Naturally, if she does 
balance her budget, 
it will be something 
achieved. And it 
must be admitted that 
the steps taken to 
date have been cour- 
ageous. Something 
closely approaching a 
dictatorship has been 
established, which 
proposes to bring 
about the very neces- 





Rail and Steamer Facilities Join in Great Transportation Center at 
Manchester Docks 


sary balancing of the government's finances by a combina- 
tion of economy and increased taxation. There is no quarrel 
with the economies except that they might have been more 
drastic and carried out sooner. The increase in taxation, 
however, is another matter. It is yet another brake on the 
activities of long suffering businessmen. How can England 
hope to regain lost foreign markets under a system whereby 
the manufacturer works solely for the government? The 
Englishman is the most heavily taxed individual in the 
world. Indeed, the demands now made upon him have 
reached a point where the success of any further taxation is 
problematical. The government is squarely faced with the 
law of diminishing returns. There is great danger that 
the latest burden imposed will have the effect of reducing 
the total taxable income and lessening the demand for beer, 
tobacco, gasoline and theater tickets so that the govern- 
ment's receipts from these sources will be little higher than 
they are at present. 

Nothing is to be gained by remaining blind to this un- 
pleasant possibility. Let us suppose for a moment that the 
chronically depressed state of affairs in England continues, 
that she remains blind to her danger, and that temporary 
credits become exhausted. Then what? This is the dynamite 
in the situation, for an explosion could hardly be avoided. 

In the case of our deciding that no more money should 
be loaned, if England’s sentiment remains as it is at pres- 
ent, she would defend the pound to the last ditch and 
among other disagreeable experiences the world would see 
its security and other markets flooded with the salable 
portion of her twenty- or thirty-billion-dollar foreign in- 
vestment holdings. 

There is only one other course open. This is to admit 
defeat and it would be fraught with even graver conse- 
quences, the effects of which we could never hope to escape. 
The possibility of England admitting that she is tired of 
financing German banks, Austrian banks, Brazilian banks, 
and others, tired of preventing riots in India and Egypt, 
tired of stopping fights between Arabs and Jews in 
Palestine, indeed nauseated with the whole business of 
policing the world, opens up a vista too terrible to con- 
template. Suppose that she went no further than to de- 
cide the maintenance of the pound at its present gold level 
to be too costly an operation and in desperation abandoned 
the gold standard. 
Even this compara- 
tively minor point 
would have far-reach- 
ing repercussions. 

At the moment she 
is against such a 
course. The Macmil- 
lan Report, which 
embodied the findings 
of the Committee of 
Finance & Industry 
appointed in Novem- 
ber, 1929, under the 
chairmanship of Lord 
Macmillan, stated 
emphatically that the 
depreciation of the 
pound would be dis 
astrous. There is, 
however, a powerful 
minority in England 
which believes that a 
great mistake was 
made when the pound 

(Please turn to 
page 748) 
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Does Business Wait On 
Banking Courage? 


There Is Ample Warrant for the Banker’s Present Con- 
servatism—There Is Justice in the Demands of Trade and 
Industry for More Liberal Credit—This Gordian Knot 
Must Be Cut for Business Recovery to Get Under Way 


By LaurENcE STERN 


by the price of short term or call funds. The banks 

are bulging with it. If you are a speculator, you 
can borrow it, through your broker, at 1% per cent. If 
you are a business man or a farmer and cannot put up 
readily marketable collateral—try to get a loan! 

If you are a manufacturer and tell your bank you would 
like to have $25,000 to use in re-tooling your factory, 
in order that costs may be lowered and volume of sales 
expanded, you are likely to be reminded that times are 
hard, that the business outlook is doubtful and that the 
bank favors no such unnecessary expenditure of money. 

In some banks you will be treated as if your request for 
a loan constituted an assault upon the institution’s solvency. 
The vice-president, who, familiar with the details of your 
business, formerly extended you a line of credit on his 
own responsibility, will shake his head dolefully and tell 
you that it is now necessary for all loans to be passed upon 
by the board of directors. 


Moore: is easier than ever before, if you judge it 
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For example: In a large Mid-Western city is a furniture 
dealer doing a business of $1,000,000 a year and long 
accustomed to a normal line of credit at his bank. But 
upon his recent application for a loan the bank informed 
him that it did not consider the future of the furniture 
— particularly good and hence would have to refuse 
credit. 

It is quite possible, of course, that the bank’s judgment 
in this particular transaction was sound. Moreover, it may 
be that the incident is not fairly representative of all 
American banking during this depression period. We have 
all sorts of banks in this country and all sorts of bank 
management. Perhaps the furniture dealer was merely un- 
fortunate in his choice of a bank. 

Nevertheless, the available evidence points to one sig- 
nificant generalization. At a time when the entire busi- 
ness and commercial structure has been drastically deflated, 
forming a fundamentally sounder base for credit than has 
existed in many years, and at a time when money is plenti- 





ful, the average bank today is as cautious and timid as 
it was careless and confident in 1929. 

There are a limited number of business enterprises which, 
by building up large financial reserves, have more or less 
freed themselves from dependence upon bank credit. But 
American business as a whole is by no means in this posi- 
tion. Credit is its life blood. Directly or indirectly, a 
business tends to reflect the vision or lack of vision, the 
initiative or lack of initiative, the general managerial com- 
petence or lack of competence of its bank. The bank is 
not only its counselor but, holding the credit reins, is in 
a position to enforce its counsel and habitually does so. 

Thus, it is not too much to say that American business 
tends to travel in the direction in which the banks permit 
it to go. At times there is imperative need of applying 
the brakes. Never was a strong brake more badly needed 
than during 1928 and 1929, when 


Moreover, if the existing business stalemate is due in 


‘part to the unsound banking policies of the boom era, 


what is to be done about it? The year 1929 cannot be 
re-lived and its mistakes cannot be erased. Once made, 
they can only be rectified by the slow and painful processes 
of deflation. 

One wonders what the limit of this process must be! 
The collateral loans of reporting member banks of the 
Reserve System have declined by the enormous sum of 
2,726 million dollars since October, 1929, but they are still 
outstanding in the still more enormous sum of 6,453 mil- 
lion dollars and the total would be considerably swelled 
by inclusion of the loans of non-member banks. And 
what of the real estate loans that remain? And of 
the bonds that banks would like to sell if they could 
get their money back? The process is semi-automatic, 
like a fuse burning itself out. 
Every bond that is liquidated in 





a fever of speculation gripped the 
country and when business large 
and small drifted carelessly into 
rank inflation and over-expansion 
under the illusion of an ever- 
continuing prosperity. 

Some banks applied the brakes 
—banks of sound competence; city 
banks, country banks, State banks, 
National banks, members of the 
Federal Reserve System and non- 
members. But these, unfortunate- 
ly, were a minority. The majority 
kept step with the prosperity pa- 
rade. For nearly two years they 
have been paying the penalty in 
the distressing liquidation of col- 
lateral loans that were too freely 
granted, of inflated real estate 
loans, of unsound commercial 
loans; in the decline of foreign and 





Money i CIRCULATION 
and NATIONAL BANKS Deposits 


National Banks 


Money in Circulation 


fear or the urgent necessity of 
liquidity weakens the market to 
that extent. Every stock loan that 
it closed out in necessity presses, 
through market weakness, upon 
the next loan and its collateral. 

Obviously, the fuse never burns 
itself out—for the theoretical end 
is zero. Somewhere down the line, 
if any values are to be left, the 
thing is halted. Yet no logical 
point stands out at which one can 
say that it should halt. If a 6 bil- 
lion total of bank loans on securi- 
ties is a proper halting point, then 
why not 4 billion or 8 billion? 

As to what can be done about 
it, the opinions of bankers and 
economists are in no agreement. 
The certainty confronting us is 


1929 ' 1930 , = 
that the fuse of deflation continues 








other bonds which never merited 
a place in any sound bank's port- 
folio; in excessive withdrawals of currency for hoarding 
by a frightened public; and, in altogether too many in- 
stances, in actual insolvency and failure. 

At a time when the brakes should have been applied, 
they were not applied. 

Now they are being applied in no uncertain manner— 
at a time when they were never more unnecessary. The 
one thing that American business does not need after two 
years of depression and deflation is a banking brake, a 
tight, cautious hand upon the reins of credit. 

In the very nature of things, in a time like the present, 
the business man leans to the side of conservatism and 
caution. He is far more likely to be too passive than too 
aggressive. He is in greater danger of over-contraction 
than over-expansion. There is sore need that whatever 
tiny flame of courage and initiative he *has should be en- 
couraged, fed and fanned. 

Instead, we have a vicious circle. 


The business man 
who is not doing well cannot get credit. Without credit, 
he cannot do better. 


The problem, of course, is not all 
in black and white. The quandary 
of the banks, however much of 
it is of their own doing, may well 
be examined with sympathy. They may exercise a con- 
siderable influence upon economic events but to a greater 
extent are controlled by them. 
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Large Loan 


Position Persists 


to burn, with little or no hindrance. 
As long as it burns—and no longer—money will flow into 
hoarding, the weaker banks will fail and fear will poison 
the normal initiative and confidence upon which all Ameri- 
can prosperity has been founded. 


Only Confidence If it could be announced in the 
skies tomorrow in magic words 
Needed from Heaven that no more banks 
would fail, that every depositor 
could get his money upon request, that every bank note 
could be converted into gold from the abundant stocks of 
the metal lying idle in our vaults—if that could happen, 
the depression would be over. Confidence would return. 
Few of us would be silly enough to forsake the convenience 
of a banking account or to desire gold in place of handy, 
100 per cent good bank notes. 

But weak banks continue to fail, partly because of the 
frozen loans left by a past speculation and partly because 
of a public fear which in many instances no doubt has 
gone to unjustified extremes. And as long as fear feeds 
upon fear no one can say with assurance that more banks 
will not fail next week or next month. 

The number of bank failures last year was 1,345 and 
a total of $865,000.000 in deposits was involved. The 
incomplete record of 1931 shows more than 800 failures 
up to September 1, involving deposits of more than $600,’ 
000,000.. The figures, of course, are by no means as sen- 

(Please turn to page 746) 
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Militia or Mergers? Is a Solution of the Price- 
Production Dilemma to Be Found in Either? 


Oil Industry at the 
Crossroads 


Advantages of Large Integrated Units Apparent—State 
Control, Lower Stocks and Sustained Consumption 
Offer First Hopeful Signs for Industry in Many Months 


By NicHoras T. CatHoun 


Texas, clamped tightly upon thousands of wells, 

lifted the American oil industry out of its slough 
of despair— at least for a time. Seldom has the com- 
plexion of a basic industry changed with such startling 
rapidity and never before has governmental intervention in 
an economic problem followed so direct and vigorous a 
course. 

Prices, both of crude petroleum and gasoline, soared 
as if by magic, and even though there has been some soften- 
ing since owing to a relaxing of the grip in Texas, 
maintenance of even the current levels would be the 
brightest ray of light offered in many months to the 
thousands of owners of oil company securities, permitting 
the industry to climb out of hopeless depression to a basis 
on which reasonable profits can be had. 

Coincident 


T*: determined hand of the militia in Oklahoma and 


as the American Telephone & Telegraph Co. and the 
United States Steel Corp. The merger trend is dictated 
in part by natural economic forces and, perhaps more 
specifically at the present time, by the apparent con- 
viction of the industry that the Federal Government has 
importantly modified its conception of the proper applica- 
~~ of the laws bearing upon monopoly and restraint of 
trade. 

Both the closing of Oklahoma and Texas wells by mili- 
tary force and the pending merger plans of various out- 
standing oil companies are developments which will almost 
unquestionably dominate the near-term prospect of the oil 
industry and of its securities and which, indeed, possibly 
may shape the industry's course for years to come. 

The outcome of current efforts to curb excessive pro- 
duction is of both more basic and more urgent importance 

than the situa- 





with the un- ar 
precedented 
method of attack- 
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tion with respect 
to mergers. What 
has been done 
thus far, al- 





ing the basic 
problem of over- 





literally has been 
strangling the in- 


dustry to eco- 
nomic death in a 
flood of oil, we 
have a sudden 
acceleration of 
the movement to- 
ward ever-vaster 
combinations of 
COrporate re- 
sources in the oil 
business. It prom- 
ises, or threatens 
—depending upon 
the point of view 
—to set up sev- 

| oil enter- 
Prises rivalling 
M magnitude 
even such giants 
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National Guardsmen in the Act of Closing Down Wells. This Action 
Was Taken in Four East Texas Counties 
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terference with 
private business, 
is at least a step 
in the direction 
of restored busi- 
ness sanity. Con- 





devised in emer- 
gency undoubted- 
ly will encounter 
obstacles, particu- 
larly as rising 
prices fan the 
flame .of indi- 
vidual greed. 
There is rea- 
son to believe, 
however, that the 
worst of the over- 
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production evil has been seen. East Texas is the vital sore 
spot, its mad flow of oil culminating just before the military 
lid was clamped on in the truly amazing production of 
approximately 1,200,000 barrels a day. 

The area is a petroleum boil which has come to a head. 
Whatever happens, it is inconceivable that the recent 
fantastic wastage there will be repeated. The simple fact 
is that East Texas found itself in the ridiculous position in 
which the more oil it produced, the less it got for the total; 
in which every barrel of oil could only be produced at 
heavy loss. Such an economic anomaly inevitably corrects 
itself, either through the impossibly severe financial penal- 
ties it ultimately imposes upon the individual producer or 
through the incentive it 


plications of this statement. It does not by any means 
signify that the problem of excessive production has been 
solved. The stores of oil above ground are small in com- 
parison with those underground. The developed, shut-in, 
easily available production of the oil fields of this country 
and of South America, whose exports flow here readily at 
the command of price, could double the highest output 
the year has seen. Moreover, given a high enough price, 
oil would flow to this market from other parts of the world, 
including Russia. 

Accordingly, temporary restrictions in Texas and Okla- 
homa and the tightening of proration in Kansas in no sense 
constitute a basic solution. If the general shut-down of 

wells in East Texas and 





develops for applying = — 


Oklahoma should be per- 





means of intelligent con- 


trol. Three New Giants of Oil 


It was to Governor 
Murray of Oklahoma 
that inspiration first came 
to use military force, clos- 
ing wells with the threat 
that they would stay 
closed until Oklahoma 
oil commanded a price 
of $1 a barrel. The un- 
dertaking was of uncer- 
tain legality, but evi- 
dently the bulk of the 
Oklahoma oil industry 
was inclined to hope 
that it would meet with 
success, for it encoun- 
tered no very deter- 
mined opposition. 

Yet it could not pos- 
sibly succeed as long as 
East Texas continued to 


Prairie Oil & Gas Co. 


MERGED: 
Standard Oil of New York—Vacuum Oil Co. 
Resources: $1,000,000,000 


IN PROCESS OF MERGER: 
Standard Oil of New Jersey—Standard Oil of California 
Resources: $2,400,000,000 


Sinclair Consolidated Oil Corp. Rio Grande Oil Co. 


Tidewater Associated Oil Co. 
Resources: $1,000,000,000 


sisted in long enough, 
the program would de- 
feat itself and come to 
an end as these states 
saw other oil-producing 
areas reaping the harvest 
of higher prices. 

What will happen is 
that the Texas militia 
will soon be withdrawn, 
as will the Oklahoma 
troops, and these areas 
will again swing into 
production. The pur- 
pose in Texas is to en- 
force a real proration. 
Details of its application 
are not complete at this 
writing and, of course, 
it will remain to be 
demonstrated — whether 
the plan will succeed. It 
is believed the effort will 


Prairie Pipe Line Co. 








spout oil at an ever- 
increasing rate. It 
flowed all the more readily into Oklahoma when that state’s 
wells were closed and with this supply available Oklahoma 
buyers had no reason to heed Governor Murray's $1 de- 
mand. It was only after the Texas curb was abruptly 
imposed that substantial advance occurred in the price of 
Oklahoma oil. Small quantities are reported to have actually 
sold at $1 a barrel, although this can by no means be 
regarded as a firmly established price. 

Governor Sterling in Texas may have taken a leaf from 
Oklahoma's book but his course was meticulously planned 
with regard to legality. His action is not an effort at price- 
fixing, which obviously is without the province of official- 
dom, either state or national. Operators in the East Texas 
ficld were blatantly and “riotously,” according to the 
Governor, violating the existing proration laws. The 
militia took charge until revised and strengthened pro- 
ration measures could be effectively applied by the Texas 
Railroad Commission. 

At the present writing the average daily production of 
oil in this country has dropped to approximately 1,800,000 
barrels. This is 800,000 barrels under the year’s high mark, 
reached in the week of August 22, and, what is more 
significant, it is more than 690,000 barrels a day under the 
estimated consuming demand of August. 

Thus the American industry has gone almost overnight 
from a condition of actual overproduction to one of under- 
production, with the result that in some areas above- 
ground stocks of both crude and gasoline have been sub- 
stantially drawn upon. 

No one should permit himself to be misled by the im- 
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be to restrict East Texas 
to a production of ap- 
proximately 300,000 barrels a day. 

With the exception of three days in which daily pro- 
duction soared to 1,200,000 barrels, in anticipation of the 
approaching shut-down, East Texas production had attained 
a maximum of around 800,000 barrels a day. Control of 
the area on the proposed 300,000-barrel basis, therefore, 
would effect a net reduction of 500,000 barrels a day in 
the country’s output, assuming, as there is reason to do, 
that reasonably effective proration will be continued in 
other areas. 


No Runaway Market 


Such a reduction would bring supply and demand into 
a fairly satisfactory balance, supporting prices on which 
producers and refiners should be able to improve their 
profit position materially. 

But—and make no mistake about it—there is scant possi- 
bility of a runaway market in oil. The existence of a vast 
shut-in production must assuredly act as an automatic 
check. The natural difficulties of controlling a product 
which exists in undeterminable quantities under the ground 
throughout the world are so obvious that they need no dis- 
cussion. Equally obvious is the difficulty of artificial re- 
striction which, because of the anti-trust laws, can only 
applied to individual areas on an intra-state basis. 

In short, under existing circumstances, there appears to 
be a definite ceiling to profits, either in production or re 
fining, beyond which any advance in prices would in 
evitably increase the supply of oil. This means that the 
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realization of satisfactory profits will depend entirely upon 
the continued success of a rational program of proration. 

On the whole, the profits of the petroleum industry are 
determined by the price which gasoline commands. The 
distressing experience which the industry has gone through 
in the last year should make it clear that, despite popular 
notions to the contrary, the larger companies have no real 
control over prices. To thousands of “wild-catters” and 
other small producers oil is not a sober business but a 
thousand-to-one gamble. The trouble in Texas was the 
work of producers of this type. 


Large Companies Hold Advantage 


Their oil forces itself on the market, regardless of price 
or cost. It enables small, independent refiners to make a 
cheap gasoline which finds its way to the retail gasoline 
stations in cut prices. The entire market settles down under 
the weight of such cut-throat competition. Accordingly, 
it is evident that effective proration should better the posi- 
tion of all producers to greater or lesser degree. It will 
not help the reckless, independent refiner. The chief bene- 
ficiaries will be the large, well-integrated companies, which 
handle the bulk of the oil business of the country. With 
these the price of crude oil is a bookkeeping item as be- 
tween their production and other departments but it 
is all important that the refinery market be strength- 
ened. 

At this writing an abnormal amount of crude oil and 
of gasoline is coming out of storage, but it is of interest 
to note that even be- 
fore the recent shut- 
downs in Oklahoma 
and Texas substantial 
improvement has been 
shown in -the statisti- 
cal position of gaso- 
line. Overproduction 
of crude and the re- 
sultant decline in 
prices was the cause 
of this, the larger re- 
finers refusing to 
stock up on oil which 
would quickly show 
them a loss as long as 
East Texas ran wild. 
Instead, they drew 
upon stocks. On 
July 28, total gasoline 
in storage in . this 
country amounted to 
37,289,000 barrels, a 
decline of 12,000,000 
from the correspond- 
ing date in 1930 and 
a decline of 9,460,- 
000 barrels from this year’s peak total of March 21. The 
July 28 total, indeed, was moderately less that the normal 
“working stocks” estimated by the industry as the equiva- 
lent of minimum requirements. 

In reflection of this improvement the price of wholesale 
gasoline turned up late in June from the year’s low of 
two cents a gallon, reaching three cents before the Okla- 
homa shut-down. It has since advanced to five cents a 
gallon, where the quotation appears to be steady. Further 
advance is expected to await establishment of higher retail 
prices, which thus far has been slow. 

Experience has plainly demonstrated that security and 
profit for an oil company lies in the direction of intergra- 
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Courtesy, Standard Oil Co. of N. J. 
When Prices Slid Precipitately, Large Refiners Drew on Stocks 





tion. The advantages of the most complete possible round- 
ing out of production, refining and marketing facilities are 
too obvious to require discussion. Integration for years 
has been the urge behind an endless series of oil company 
mergers, large and small. There were many such mergers 
in the prosperous period between 1921 and 1929. 


Need for Integrated Companies 


In the main, however, they were combinations of so- 
called “independents.” Each was negotiated with cautious, 
if not fearful, regard for what the Department of Justice 
might do. Disavowal of monopolistic intentions had to 
be emphasized, the public not then having had a complete 
demonstration of the evils of unrestricted competition. For 
years there was little thought of mergers among Standard 
Oil companies. The original Standard Oil trust had been 
dissolved by court order in 1911. Until recently anything 
smacking of an effort to re-assemble its component parts 
would have created a furore of protest. 

But conditions in the oil industry have changed vastly 
since 1911. Various powerful independent companies, well 
integrated, have grown up. It is probable that if the origi- 
nal trust were assembled, it would have nothing like so 
complete a domination of the industry as it had in 1911. 
Moreover, the public has lost much of its fear of big busi- 
ness and is increasingly inclined to accept the claim that 
mergers, particularly in an intensely competitive industry, 
are of economic advantage. To some degree this modifica- 
tion of opinion has extended to the Federal Administration, 
although its precise 
position is by no 
means clear. 

The depressive ef- 
fects of the Sherman 
and Clayton anti- 
trust laws have come 
in for increasing criti- 
cism in recent years 
and efforts to obtain 
various modifications 
will again unquestion- 
ably be made at the 
next session of Con- 
gress. It is to be 
doubted that the law 
will ever permit com- 
binations which in 
reality approach 
monopoly. 

Meanwhile, how- 
ever, under the exist- 
ing laws the De- 
partment of Justice 
and the Federal 
Courts have consider- 
able latitude for ex- 
ercise of judgment in the prosecution of any combination. 
The legality of an oil merger obviously is not rigidly fixed 
by the statutes but by the reasonable intent of the statutes 
and this can only be interpreted with regard for changing 
economic conditions. 

The recent merger of the Vacuum Oil Co. with 


the Standard Oil Co. of New York was the first 


instance of important units of the original Standard Oil 
trust being brought back together. This deal plainly con- 
stitutes an advantageous extension of integration for the 
combined enterprise. The companies occupied essentially 
separate fields. Their union in no way permits any control 
of price. (Please turn to page '744) 
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Capitalizing Ingenuity 


Alert and Resourceful Manage- 
ment Brings Home the Bacon 


By Warp Gates 


mid-Western states one philosophical farmer was 
quoted as saying: 

“Well, they took most of my crops, but I’ve gathered 
about ten tons of the critters—got ‘em 
stored in the barn and they will make first 
class food for my chickens this winter. 
Figure I'll come out ahead at that.” 

There are business men the country 
over, Big Business Men with capital 
letters and little business men in small 
letters, who have met their troubles of 
the past year in much the same fashion 
as this. Not always using the cause of 
their difficulties as raw material for new 
enterprises, but turning their brains to 
solving the problem of deflecting new 
business their way. And, often as not 
to their own surprise, they are finding 
that intelligent effort towards stimulating buyer or client 
interest brings returns in times of business depression. 
Some, like our farmer friend, have gone into other fields. 
Artisans and office workers have turned to common labor or 
apple peddling to keep the wolf from the door. Others 
have kept to their own trades but have worked out new 
ways of selling their labor and brains. 

It is easy to drift with the crowd but it takes brawn 
and determination to make headway against it, and in 
these times with so many business organizations and 
individuals helplessly awaiting a “normal return” of so- 
called good times it is refreshing and encouraging to observe 
the resourcefulness and applied energy of others. Many 
of the business leaders and concerns now in the forefront 
of the business picture carried on so unobstrusively in the 
boom that their business prudence and common sense 
were looked upon as indications of in- 
capacity and lack of vision. Having kept 
their heads when all about were losing 
theirs, they have been able properly to 
appraise the developments in the business 
situation anc to plan and execute pro- 
grams for creating a demand for their 
products. They have not waited for the 
tide of business to turn. They have been 
making headway against it by taking 
advantage of counter currents. 

Of course hundreds of more or less 
effective methods of energizing business 
are used in seascn' and out with little 
regard for current economic conditions. 
These methods of inducing the world to beat a temporary 
path to one’s door are not under consideration here. The 

merchant who proclaims to his community that he is over- 
stocked and has launched a “phenomenal price-slashing no- 
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profit sale” merely tells his neighbors that he lacked vision 
and foresight or is just a plain, unvarnished one-syllabled 
prevaricator. If anything, he adds to the general gloom 
in that he indirectly suggests the thought that no early im. 
provement is in sight or he would be 
willing to exercise a bit more patience. 
Subterfuge and misrepresentation are not 
business builders. 

Against this stands in welcome relief 
the spirit of the pioneer, the energy that 
bends itself to wresting a living from the 
wilderness. In times of economic stress 
the business world may well be likened 
to a wilderness, and it is only the pioneer- 
ing spirit that will conquer it. Rank 
growths of pessimism must be attacked, 
obstacles to the establishment of new 
confidence must be removed, ground pre- 
pared for the erection of new structures 
of business activity, paths opened to areas whose resources 
invite development and exploitation. 

In every industry, in those that are generally accepted 
as having reached the turn of the corner as well as in 
those in which no prospect of a turn is definitely dis- 
cernible, we find. the individuals, the small companies, the 
large corporations that are pioneering—and making it pay. 
New lines of output, new methods of focussing attention 
and arousing buyer appetite, improved products, increased 
service, all are the equipment used by these pioneer-minded 
business-getters who have not lost sight of the fact that 
the only justification for business-is to get business and 
make profits. 

The automobile field provides numerous examples of the 
manner in which business can be maintained, or a more 
than average share retained when the total volume of busi- 
ness shrinks. General Motors concen: 
trated its efforts on its low-price division 
before the business storm broke. Besides, 
it had wisely diversified its interests—its 
Frigidaire business for instance. 

Another of the effective challenges 
issued to the spirit of depression by an 
automotive unit has been that of Chrysler, 
particularly in the “floating power” engi’ 
neering development designed to eliminate 
four-cylinder vibration. Here was a fea 
ture which not only was calculated to 
arrest the attention of every prospective 
purchaser of a four-cylinder car but to 
stir the curiosity and arouse buying inter’ 
est in many who hitherto had looked upon new car any 
nouncements with only academic interest. Motor experts, 
said Chrysler, usually guessed eight as the number of 
cylinders being operated with the new “floating power.” 
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The “four” was a daring stroke. That it created sales for 
Plymouth is illustrated by the fact that in the first month 
after its submission to the public, new Plymouth registra- 
tions represented approximately 7!/2 per cent of the total 
of all cars newly regis- 
tered — and double its 
percentage of the same 
month in 1930; and this 
without cutting in on 
the business of other 
Chrysler - built cars. 
Floating power being 
new had no record of 
achievement. It had to 
be sold on a basis of con- 
fidence in the organiza- 
tion making the claims 
put forth for the new 
development, and had to 
create the desire of buying that particular car. The results 
appear to prove that in spite of the intense competition in 
the motor field this particular innovation created new con- 
sumer demand. 

Right on top of this, Chrysler announced a new-car 
insurance policy covering all its cars—a 2,000 mile, or 
three-months, guarantee—and now the Chrysler buyer can 
drop in at any Chrysler agency in the country during the 
frst 2,000 miles of his new car's life 
(whether he bought the car through that 
agency or not) have his car thoroughly 
inspected, defective parts replaced, neces- 
sary adjustments made, and so on, with 
no charges for either labor or material. 

Graham-Paige is another motor or- 
ganization that is trying out a solution of 
the sales problem, though its approach 
makes no appeal to the public imagina- 
tion. Graham-Paige, it is understood, is 
preparing to employ salesmen direct and 
assign them to the dealer who will do 
little more than clear the business—and 
still get his normal profit. 

So much for the motor car. Let us look at a few other 
lines of business. There is a national restaurant chain, 
Child's, that did well enough when business conditions were 
so good that everybody was eating regularly. Unfortunately 
it got into an internal wrangle just when most of its execu- 
tive attention should have been accorded to business policies 


Making Folks Eat More 


First Child’s went near-vegetarian; than it swung the 
other way after the old management had been told politely 
not to slam the door as it left the premises for good. Then 
the discovery was made that people weren't eating so much 
nor so frequently, and that fewer of them were engaged 
in the process day in and day out. What to do? The 
management experimented. ‘The waitresses quietly told 
their regular customers that an extra cup of coffee or piece 
of pie would be served without extra charge. The cus- 
tomer told his friends and business perked up. Next the 
chain printed on its menu that, at no extra cost, the guest 
could have a second portion of any dish he particularly 
enjoyed. It was instantly obvious that this pleased the 
customers. The old ones began coming back. The man- 
agement then took a long running jump and broadcast in 
newspaper advertisements and on huge window placards, 
as well as on its menu, a new plan: “all-you-can-eat for 75 
cents.” The diner has only to smile engagingly at the 
Waitress, nod approval of the menu, and say to the young 
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lady: “O. K.—and coffee.” The management is satisfied. 
The plan has brought back trade and has resulted in a 
larger per-customer check. It has been necessary to add 
several hundred employes, and the plan promises a much 
improved third-quarter report for Child's stockholders to 
pore over. All-you-can-eat-for-so-much isn’t exactly a new 
idea, but it was new to the class of trade to which this 
restaurant chain appeals, and it proved that restaurant 
eaters, regardless of class, are brothers and sisters under 
the skin. 


The Cure for Inactive Liners 


Take the week-end cruises so extensively advertised this 
year. Many of the larger and most palatial of the ships 
in the Trans-Atlantic passenger trade have been week- 
ending hither and yon this year—to Halifax, Newfound- 
land, up and down the coast; some slightly more extended 
cruises also have been made—to Cuba, Bermuda, the Caribs. 
Three or four or seven days at sea, with most of your 
expenses paid including land excursions at interesting ports 
beyond the 12-mile limit. Why? Because the American 
people have suddenly developed a yearning for short sea 
trips and something more tangible than fresh water or 
Wille-branded grape bricks? Not at all. Trans-Atlantic 
passenger business has been bad this year and last, and 
long-headed steamship managers conceived the idea of 
inaugurating three- to seven-day trips, sell- 
ing the idea through judiciously distri- 
buted and engagingly worded advertise- 
ments. Ships have spent the summer 
bringing revenue instead of wharfage 
costs and repair bills. So popular became 
the short-tour that the personally-con- 
ducted tourist agencies worked out 17-day 
European tours, one to Paris, another to 
Berlin, and another to London. 

Fruit of the Loom! As a trademark it 
probably is the best known in America. 
A simple enough phrase, but for genera- 
tions it has typified an honest product. 
It found its way literally into every home. 
One needed no technical or trade description of what it was. 
None argued over whether it was as good as it used to be. 
Fruit of the Loom, was Fruit of the Loom, a standard of 
cotton sheeting excellence, and that was all there was to that. 
But in the depressing situation in which cotton goods have 
found themselves over the past four or five years even Fruit 
of the Loom sales failed to yield what they should. The 
owners of the well-known trademark, a great big luscious 
peach and a bunch of grapes, knew they had something of 
real value. If value, why 
not earning power? And 
so we learn that the Fruit 
of the Loom trademark 
is leased out on a re- 
munerative basis to re- 
sponsible manufacturers 
to be used as finished 
materials, pajamas, bed- 
linen and apparel made 
from Fruit of the Loom. 
Here is an illustration of 
how intangible good-will 
built up by generations 
of fair dealing and hon- 
est value yields tangible cash profits that may well be 
represented in a balance sheet valuation. This same capi- 
talization of a standard trademark was proposed recently 

(Continuing on page 740) 
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One and One-Quarter Billions of Foreign Securities 
Marketed Here Have Been Re-purchased Abroad at 
Bargain Prices 


Foreign Bonds Are Homeward 
Bound 


Re-purchase of Their Own Bonds by Nationals Greatly 
Decreases Likelihood of Default in Many Issues and Affords 
Protection to Those Americans Who Have Held On 


By Gegorce E. ANDERSON 


dollar bond market of the United States has been 
largely dominated by demand from other countries. 
Foreigners are repurchasing their own bonds. 

Each time the market for these bonds has reached a low 
level in this country it has been revived and prices lifted 
by European investors and when foreign demand slack- 
ened prices again fell. The result has been that in the 
past eighteen months something like a billion and a quarter 
dollars’ worth of these bonds at market value have been 
sent out of the United States. Since most of them have 
been repurchased at prices far below their face value, the 
actual amount of the original American investment passed 
out of the country has been much larger, probably ex- 
ceeding by a comfortable margin one-fourth of the total 
amount of such securities floated in the United States in 
the past five years. 


Fe: nearly a year and a half activity in the foreign 


American Investors Lose Confidence 


Foreigners have a better opinion of their bonds than has 
been shown by American investors and they have been 
willing to back up that opinion by actual cash. The result 
is that net American export of long term capital in the 
way of security transactions has decreased almost, if not 
quite, to the point of dis- 
appearance. 


purchases in 1930 fell to 459 million dollars or 37.8 per 
cent of this average. Net purchases during the current 
year have probably disappeared, resales of foreign securi- 
ties to foreigners neutralizing and possibly exceeding the 
limited foreign flotations in the United States so far this 
year. 

This reversal of the movement which has been going on 
ever since the United States became essentially a creditor 
nation has been due partly to the decrease in the Ameri- 
can purchase of foreign securities in this country and 
abroad but more particularly to an enormous increase in 
the resale of foreign securities to other countries. Ameri 
can purchases of foreign securities in 1930 fell over 300 
million dollars below the previous four years’ average while 
American resales last year were more than twice the four 
years’ average. The change has been accentuated in the 
current year. The condition of the American bond mar- 
ket, of course, has been such as to make the flotation of 
foreign issues highly difficult and the actual volume of such 
financing has been small. On the other hand, in the past 
eighteen months or so there has been a repatriation of 
American-held foreign obligations without parallel in the 
financial history of the country. This great change in com- 
parative holdings was accentuated with the last half of 
last year during which period net new capital issues by 
foreigners in this country 
amounted to only $245, 





In the four years previ- 


VOLUME of FOREIGN Security REPURCHASING 


370,000. 





ous to 1936 the United 
States acquired on balance 
well toward five billion 
dollars in foreign securi- 
ties, ie., American in- 
vestors bought foreign se- 
curities to the value of 1928 
6,437 million dollars and 
resold foreigners such se- 
curities to the value of 
1,585 million dollars leav- 
ing net purchases 4,852 
million dollars—an aver- 
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Such issues during the 
first half of the current 
year reached a face value 
of $265,441,500 net new 
capital, American pur 
chases of foreign securl- 
ties in small lots also have 
been comparatively small 
for obvious reasons. On 
the other hand the resale 
to foreigners of foreign 
obligations held in this 
country in 1930 reached 
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HUNDRED MILLIONS OF DOLLA 


a total of 806 million dol- 
lars as reported by foreign 








dollars a year. The net 
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bond dealers to the Department of Commerce in response 
to the latter’s annual questionnaire and all information 
available indicates that they have proceeded at as rapid 
a rate during the current year. The total in 1930 was 
357 million dollars greater than in the previous year 
although on a much reduced volume of total security busi- 
ness and was 354 million dollars greater than in any other 
year's record. These resales of foreign obligations to for- 
eigners represent the taking of a tremendous loss. Buying 
Brazilian 6! per cent bonds five years ago at 90 and sell- 
ing them this year at less than half that price can hardly 
be considered profitable and this example is not as extreme 
as others which might be cited in sales of bonds of Bolivia 
and Peru. Perhaps the worst feature of the matter is that 
this loss represents a certain amount of panic and lack 
of confidence on the part of American investors in invest- 
ments they have made which is not reflected in the same 
degree in other bond markets. 

It is claimed by Italian financial authorities that the bulk 
of Italian industrial issues placed in this country since the 
war have been reacquired 


With these conditions obtaining in the American markets 

a heavy movement of such securities to other countries 
where they are in more favor has been anticipated and, 
perhaps, discounted; but it has hardly been anticipated that 
the volume of the movement should be so great as ma- 
terially to affect the course of the American balance of 
payments for the past year with the prospect that it will 
exert possibly a greater influence upon the international 
balance the current year. The swing of about 400 million 
dollars from the credit to the debit column in the inter- 
national balance is a serious matter even in the stupendous 
volume of the American-foreign financial turnover. In 
1930 no less than 64 per cent of the total volume of for- 
eign securities bought in the United States either in the 
way of public offerings or of such securities bought in small 
lots was returned to foreign countries by foreignersin the pur- 
chase of their own or other foreign securities in this country. 
The average for the previous four years was 25,2 per cent. 
Net American investments in foreign long term securi- 
ties during the year which amounted to 1,305 million dol- 
lars in 1927 as the ban- 





by Italian investors. This 


illustrates the situation. ae 


Any material depression 
in the foreign bond mar- 
ket in this country na- 
turally leads to a certain 
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ner year fell to a net of 
459 million dollars. The 
record is graphically indi- 
cated in the accompanying 
chart. 

The item of net long 
term securities investment 
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amount of repatriation. 
When French national is- 
sues fall in this market be- 
low their current value in 
France or to a_ point 
where, when bought in 
the American market 
even at a_ considerable 
premium, the high inter- 
est rates they bear 
compare favorably with 
current interest rates in 
France itself the French 
government naturally 
takes advantage of the 
situation to buy its bonds 
for sinking fund pur- 
poses; such also being the 
case with British, Swedish, 
Danish, Norwegian, Irish 
Free State and other 
national bonds and such 
purchases alone account 
for a considerable portion 
of the movement. 


Who Wins? 








is not to be confused with 
the net export of private 
long term capital in the 
balance of payments since 
the latter includes new 
direct investments of 
Americans abroad and 
new investments of for- 
eigners in the United 
States, transactions back 
and forth in American se- 
curities sold to foreigners, 
and various reduction 
allowances in all such 
items. The net export of 
private long term capital 
shown by the Balance of 
Payments for 1930 was 
only 290 million dollars in 
marked contrast with the 
total of 736 million dol- 
lars in 1928. As a meas- 
ure of the actual increase 
of American holdings of 
foreign securities during 








When also French rail- 
way 7's fall to a compara- 
tively low price as they did shortly after the debacle in 
1929 and in 1930 it may be expected that French banks 
and French investors generally, knowing the value of the 
bonds as domestic investments, snap them up promptly. 
This purchase of their own bonds by European investors 
accounts for another considerable portion of the movement. 
In recent months there has also been a heavy transfer of 
Latin American bonds to Europe which reflects a realiza- 
tion on the part of European investors that such 
obligations are worth more, in general, than American in- 
vestors regard them. Admitting that the value of such 
securities is uncertain as a result of current political and 
economic difficulties, there is yet much significance in the 
fact that European investors, although beset with domestic 
financial difficulties, have consistently backed their opinion 
against American opinion in the matter of such values. 
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the year the item of 459 
million dollars should be reduced by 123 millions as bond 
redemption and 127 millions in sinking fund payments re- 
ceived from foreigners during the year—a total of 250 
millions, which would reduce the net new American in- 
vestments in long term foreign securities during last year 
to 209 millions. 


Influenced the Movement of Gold 


In some respects the international securities movement 
and the short term capital movement are, of all items in 
the international account, the most sensitive in the settle- 
ment of international balances, usually preceding gold in 
adjustment processes and exceeding gold as a balancing 
item. The repurchase of their securities by foreigners last 

(Please turn to page '744) 
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“Machinery and Equipment Must Pass the Hawk-Eye of the Inspector Before It Leaves the Manufacturer 
As Well As When It Reaches the Buyer’ 


Up to Specifications 


When money is scarce and expenditures must be reduced 
to the minimum, buying becomes more critical—critical not 
only of price and value but of quality. Nor does this apply 
only to retail purchases. The buying by industries is a 
challenge to the quality of the product of every producer. 
Goods are more carefully inspected and tested in order to 
make sure that they meet the specifications and require- 
ments of the use to which they are to be put. In many 
instances this is a very different policy than that which 
obtained in boom times. In those halcyon days it was a 
too prevalent custom to buy liberally, not to shop closely, 
to take quality and perfection largely on faith or reputa- 
tion. Today the stern hand of necessitous economy dictates 
rigid inspection. Raw materials must be precisely as per 
sample, machinery and equipment must pass the hawk- 
eye of the inspector before it leaves the manufacturer as 
well as when it reaches the buyer. It is a healthy practice. 
We have had a surfeit of slap dash mass production prac- 
tices in this country. Borrowing a little of the deliberate, 
painstakingly careful procedure of the Europeans will con- 
tribute another of the sound foundation blocks on which 
the structure of returning prosperity must rest. 


“It’s An Ill Wind—” 


Twine manufacturers are not worrying about the big 
wheat crop in the Southwest. The bigger the crop, the 
more twine the farmers need in order to tie the wheat into 
sheaves. And this paradox results: The larger the crop, 
the lower the price, but larger the demand for twine. The 
farmer gets less for his crop but the twine manufacturer 
gets more for his binding twine. 
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Things 


Climbing Back to Prosperity 


Correspondence and conversation with business men show 
that there is a growing belief that so long as business 
as a whole has no orderly direction it is better to let a 
depression take its course than to attempt piecemeal 
nostrums. The thing to do is to stop trying to prevent 
business in general from getting worse from old causes and 
to start in anew to make it better in specific enterprises. 
It appears that just that sort of new prosperity reconstruc 
tion is beginning in spots all over the country. Here and 
there men see chances to make money with things as they 
are and go to work. For instance, the New England shoe 
industry, having discovered that people are still wearing 
and wearing out shoes, finds that business is 20 per cent 
better than a year ago. Contracts have been let in Chicago 
for what is said to be the largest office building in the 
world; directly and indirectly it will give employment to 
7,500 men. A cigar plant in South Carolina reports that 
it has considerably more than doubled its payroll in the 
last ten months. Two paper mills in Longview, Wash., 
have recently gone on a 24-hour schedule, and a linen mill 
at Salem, Ore., reports that it has already sold its entire 
1932 output on a 24-hour schedule. The number of active 
spots will multiply as time goes on and more and more 
people and more and more capital cease trying to stop 
sliding and begin climbing. 
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Freight at 100 Miles an Hour 


The Pennsylvania Railroad is now introducing a new type 
of steel rail that weighs 152 pounds to the yard. A rail 
seems a simple thing. But after one hundred years of 
developing it the engineers still find improvements to make. 
The first rails on American railroads were wooden stringers 
surfaced with iron straps. In 1830 Col. Robert L. Stevens, 
president and engineer of the Camden & South Amboy, 


now part of the Pennsylvania System, went to England in 


search of iron rails, where they were then using iron rails 
cast in three and one-half foot lengths, and°also some short 
rolled iron rails with a high web but no base. Such rails 
had to be held fitted into cast iron “chairs.” These, by 
the way, instead of being spiked to wooden ties were bolted 
to stone blocks. On the way over Stevens whittled out 
a model of the T-rail. He had difficulty in persuadin 

British manufacturers to undertake rolling it, but 550 o 

these rails, 18 feet long and weighing 36 pounds to the 
yard, arrived in America in 1831. The next consignment 
were 42 pound rails. Some progress has been made 
every year since then. The new 152-pound steel rail is 
“bigger and better” than any of its predecessors and, with 
ability to withstand axle loads of 100,000 pounds at a speed 
of 100 miles an hour, is expected to meet all requirements 
for the next 25 years. Has the motor truck an answer? 





Gas by the Gallon 


The manufactured gas industry is trying to make up its 
mind whether the liquefied petroleum gas industry is 
friend or foe. It doesn’t know whether to enlist it in its 


To Think 


own army or turn its machine guns against it. What it 
does know is that the youngster is growing like a well-fed 
pup; sales of liquefied petroleum gas were 500,000 gallons 
in 1926; 18 million in 1930. Out in the country you will 
see light trucks driving up to farmhouses and unloading 
cylinders. That’s liquid gas being delivered to the farm. 
Will people in small communities buy their gas by the 
gallon instead of getting it from pipes by the foot? “Liquid 
gas merely pioneers for piped gas,” say some of the gas 
people. “Let's boost it, and enlist it to help the battle 
with electricity.” Thirteen million families in the United 
States who are without manufactured gas constitute the 
potential market for liquefied gas. Ten per cent of them, 
according to an engineering bulletin, would buy 70 million 
dollars’ worth of gas a year and put in equipment that 
would cost 200 million dollars. 





It Will Help 


Remembering what the automobile did to help lift us 
out of the depression of 1921, there is an anxious scan- 
ning of the scientific skies now for new industries which 
may possibly exert some similar influence upon business in 
the next few years. Among the developments looming up 
ever closer to commercial application is television. Regular 
television broadcasts already are being made by various 
radio stations, although the performance as yet is scarcely 
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one to attract a boom demand on the part of the public 


for receiving equipment. It may attain this stage, how- 
ever, within a year or two. The Radio Corp. is reported 
to have developed a new and improved system capable of 
transmitting a picture of 240 lines with thirty exposures 
per second, whereas the best previously obtained was sixty 
lines with twenty exposures per second. This indicates 
that television images comparable in quality to those of the 
modern motion picture can be produced, even though some 
technical difficulties remain to be smoothed out at the Radio 
Corp.’s experimental station at Portland, Me. Commer- 
cially successful television would revamp the radio indus- 
try and possibly cut into motion -picture attendance to some 
extent. It cannot possibly play the economic role of the 
automobile and, along with mechanical refrigeration, is only 
one of many new developments needed to impart fresh 
force to the next upward turn of the business cycle. 





In Case of International Swapping 


This trade of wheat by the United States for Brazil’s 
coffee, raised the question of how far barter can be sub- 
stituted for indirect exchange. Perhaps we may yet be 
trading France pork for facial paint, Germany typewriters 
for cheese, Italy toothpicks for spaghetti, Switzerland lard 
for lace; Russia machinery for caviar, Canada oranges for 
skunk skins. In toto, we might get down to a condition of 
no barter, no business. The nation that has nothing that other 
nations will take in trade would be out of luck, unless the 
trading was progressive. For example: Russia might have 
no use for Brazil's, but might trade wheat for coffee with 
a view to trading the coffee with Germany for potash. 

On a straight 
barter basis, exports 
and imports between 
two nations would 
balance, and money 
would be denied ad- 
mission to the party. 
The trouble with 
international barter 
is that it assumes that international trade is somehow dif- 
ferent from domestic trade. The fact is that ordinarily 
trade between nations is actually trade between individ- 
uals who happen to be under different sovereignties. The 
individuals of one country may desire more of a certain 
foreign country’s individuals’ products than vice versa. 
The balance must be settled in something the short side 
can put up that is always acceptable. Today that univer- 
sally acceptable alternative is gold, and the short side can’t 
produce it. So, we come to this: that international barter, 
as a general practice, would, besides being impossibly cum- 
bersome, leave the world in the same trade jam that it is 
in when the gold system fails to function normally. 


Long Range Power 


With recent developments demonstrating that it is eco- 
nomical to transmit power tremendously long distances, 
one wonders what effect this will have upon the future 
industrial and social development of the country. If- elec- 
tricity can be brought from Niagara to New York and 
natural gas from Texas to Chicago why is it any longer 
necessary to have these vast conglomerations of humanity 
known as cities? Perhaps we shall live to see our com- 
munities breaking down into smaller units as fuel or in- 
dustry moves closer to the source of raw materials rather 
than the sources of power. 
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Second Mortgage Rail Bond 
Offers Substantial Yield 


Current Market Creates Interesting Investment Opportunity 


LTHOUGH #6 sailroad securities 
Aw not very much in favor at the 

moment because of the severe 
manner in which as a group they have 
been affected by the depression in 
business, nevertheless, certain underly- 
ing and well-secured obligations of the 
stronger companies may be considered 
perfectly safe and at recent prices re- 
turn yields higher than have been ob- 
tainable for a number of years. When 
conditions again approach normal, 
earnings of the roads will no doubt 
again recover to a reasonable level and 
the bonds will show up in their true 
position. The situation of 
the railroads during the 


By Ronatp P. Hartwe.y 


about 1,171.69 miles, including part of 
the main line from San Francisco to 
Portland. The mortgage will also be 
a lien, subject to certain equipment 
trust obligations, on equipment having 
a depreciated book value as of Decem- 
ber 31, 1929, of $10,977,741, and on 
all property hereafter acquired from 
proceeds of bonds issued pursuant to 
the terms of the indenture. 

At present there are outstanding 
$61,294,000 principal amount of this 
issue of bonds, consisting of $20,000,- 


000 issued in 1927 and $41,294,000 


issued in 1930. The total authorized 


be made to the properties mortgaged. 

The bonds are redeemable as a whole 
only on 60 days’ notice on any interest 
date at 105 up to and including March 
1, 1972; thereafter at 100 plus a pre- 
mium of Y%2% for each six months be- 
tween redemption and maturity dates, 
plus interest in each case. 

Southern Pacific Co. is the parent 
company of a rail system of 13,839 
miles but with lines operated by affili- 
ated companies, solely or jointly con- 
trolled, total mileage comes to 16,914. 
The main line extends from New Or- 
leans westerly, traversing a territory 
rich in mineral and agri- 
cultural resources, to Los 





present year is probably 
only temporary and there- 
fore the long term outlook 
especially of the underly- 
ing, well-secured bonds of 
the stronger railroads 
should not be judged too 





much from the current 1926 
poor earnings reports being 1987 
submitted by the different cae 
companies. ‘el 


A yield of 4.73%, cur- 
rent and to maturity, can 
now be obtained in the 








Consolidated Earnings Statement 


Southern Pacific Company 





Angeles, Calif., thence 
| northerly to San Francisco 
| and to Portland, Ore. From 
San Francisco a line ex- 
tends eastward to Ogden, 


Fixed | 
Gross Net Cha-ges Utah. The company oper 
Revenues Revenues Times Earned | ates two steamship lines 
se esstund $293,074,558 $67,185,096 2.36 one a freight line between 
ee eo 298,800,998 62,149,272 2.18 Galveston, Texas, and New 
| 
phan 297,745,406 67,915,984 2.35 | York, and 4 os riage sv 
| y 
seit 310,969,138 76,628,597 2.63 SS ee ee 
tween the latter city and 
panegizieh 258,758,128 61,075,582 2.01 


New Orleans. This huge 


holding company, as a mat: 








Southern Pacific Co. Ore- 
gon Lines First “A” 417s 
due March 1, 1977, which are selling 
on the New York Stock Exchange at 
about 9514 at the present time. In 
every one of the jast ten years fixed 
charges of the Southern Pacific system 
were earned more than twice. 

The bonds are secured by a first 
mortgage on all the lines of railroad 
(other than street railway lines) owned 
by the company in Oregon aggregating 
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amount of Oregon Lines First Mort- 
gage Bonds is limited to $100,000,000. 
The balance of the authorized amount 
may be issued from time to time for 
construction or acquisition of addi- 
tional lines of railroads, extensions, 
branches, and additional main tracks; 
for refunding underlying liens on after 
acquired property; and for any possible 
additions and betterments which might 


ter of fact, forms as a whole 
the largest and only com- 
plete transcontinental transportation 
system in the United States today. 

As of December 31, 1930, total 
assets of the Southern Pacific Co. were 
carried on the balance sheet at $2,321, 
512,942. The transportation system 
properties and equipment alone were 
valued at $1,512,792,742 and invest: 
ments in affiliated companies at $653, 
523,754. Against this the company has 
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total funded debt of $784,672,728. 

Earnings in common with the other 
carriers have been dropping off rather 
sharply from the peak levels attained 
in the year 1929, when total gross 
revenues amounted to $310,969,138. 
The 1930 operating revenues of $258,- 
758,129 were the lowest in a decade, 
but during the present year they are 
running below the 1930 levels. For the 
frst seven months this year Southern 
Pacific showed gross earnings of $121,- 
643,333, a decline of slightly more than 
19% from the $150,680,173 earned in 
the corresponding period of the previ- 
ous year. Net operating income was 
respectively $12,559,194 and $20,073,- 
105 during these two periods. In 1929 
net operating income was $32,559,496. 


Analyzing the full year 1930 earn- 
ings report we find that out of operat- 
ing revenues of $258,758,128, expenses 
were $187,644,861, taxes $19,241,663, 
hire of equipment and joint facilities 
rents a net debit of $8,680,364, uncol- 
lectible railway revenues $82,580, leav- 
ing net railway operating income of 
$43,108,660. Other income amounted 
to $18,845,223, giving total income of 
$61,953,883. Miscellaneous rents and 
rents for leased roads amounted to 
$868,291, leaving a net amount of $61,- 
075,582 for bond interest and fixed 
charges. Bond interest alone was $28,- 
816,752, so that earnings were equiva- 
lent to 2.11 times these charges, but in- 
terest and fixed charges together were 
earned only 2.01 times. These com- 
pare with 2.72 and 2.63 times in 1929. 


With sharply reduced earnings dur- 
ing the current year, the margin over 
interest and the fixed charges will be 
considerably lower. Based on the re- 
sults of the first seven months this year 
fixed charges will probably not be 
earned much over 1.50 times. The 
management, however, is effecting 
many economies and cutting down its 
expenses. The physical condition of 
the properties have always been main- 
tained at a high standard. When gen- 
eral business conditions, therefore, be- 
gin to improve and a normal volume of 
trafic moves over its lines, this can be 
handled expeditiously and probably at 
less cost than before. 

The Oregon Lines First Mortgage 
Bonds occupy a secure position in the 
system’s capitalization and are the type 
of security which may be purchased 
with the idea chiefly of obtaining in- 
come. The return of normal conditions 
will uniformly strengthen the position 
of Southern Pacific bonds and this par- 
ticular issue when this time arrives will 
probably sell several points above their 
Present level. This development at the 
Moment does not seem imminent but 
May be expected over a reasonable 
Period of - time. 
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Bond Buyers’ Guide 


Note.—-The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 


intended as an indication of its relative investment merit. 


Readers 


should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 
Prior Interest Current Yield 
Liens Times Call Recent In- to 
(Millions) Earned* Price Price come Maturity 

New York Central Deb. 6s, 1935........ 630.2 1,54 110 106 5.7 4.2 
Atchison, Top. & 8. Fe 4s, 1955........ 273.3 3.77 110 97 4.1 4.2 
Tilinois Central Ist 4s, 1951........ gai: |, gute 1.5 (N) 95 4.2 4.4 
Southern Pacific Ist 4s, 1955........... 12.4 2.0X 105 94 4.3 4.4 
Pennsylvania Gen. 4%s, ‘‘A,’? 1965..... 184.0 1.9 (N) 99 4.6 4.6 
Rock Island-Frisco Terminal Ist 4%, 

RES ae terre (d) x 1024%4T 96 4.7 4.9 
Pennsylvania 5s, 1964.......cceccessece 1.81 102T 102 4.9 4.9 
Central Pacific Guar. 5s, 1960........ (a) 1.91 105 (’35) T 100 5.0 5.0 
Carolina, Clinchfield & Ohio 1st & Cons. 

| RR ee errr 14.2 x 1074%T 107 5.6 5.4 
Chic. & W. Indiana Ist Ref. 5%s, 1962.. 49.9 x 105 98 5.6 5.6 
Great Northern Gen. A 7s, 1936..... (b) 139.8 1,98 pita 105 6.6 5.7 
Nor’n Pacific Ref. & Impr. 6s, 2047.(a) 165.6 2.12 110 (36) 102 5.9 5.9 
Balt. & Ohio Ref. & Gen. 6s, 1955...(a) 285.3 1.64 1074%2A (’34) 102 5.9 5.9 

e eqge.e 
Public Utilities 
Pacific Gas & Elec. Gen, Ref. 5s, 1942.. 29.0 2.67 105T 105 4.8 4.4 
Indiana Natural Gas & Oil Ref. 5s, 1986 .... 8.02 Stee. 102 4.9 4.5 
Utah Power & Light Ist 5s, 1944....... Laois 2.26 105 108 4.9 4.7 
Consol. Gas of N. ¥. Deb. 5%s, 1945.(a) 191.1 5.51 106T 107 5.1 4.8 
Montana Power Deb. 6s, 1962....... (a) 33.3 2.25 105T 102 49 4.9 
Arkansas Power & Light 1st & Ref. 5s, 

1008 evi, Febececovtnewe Césecsesoe (o' 2.0 2.26 105 98 5.1 5.1 
Columbia Gas & Elec. Deb, 5s, 1952..... bins 3.27 105T 99 5.1 5.1 
Northern Ohio Tr. & Lt. Gen’l & Ref. 6s, 

TORT; Me donicwdicrdocccdecceicassG@) 8.4 2.79 110 108 5.6 5.8 
Hudson & Manh’n Ist Ref. 5s, 1957..(b) 5.9 1,58 105 95 5.2 5.3 
United Lt. & Rys. ist Cons, A 6s, ' 

ROGB adic dce vee gdaKeos tedeokbscedhe (b 11.3 2.15 (N) 107 5.6 5.4 
New Orleans P, 8. lst & Ref. A 5s, 

DUDES a specs 00s cevtbiwesdecodetacd ‘a 9.7 1.37 104 5.4 5.6 
Duke Price Power Ist 6s, “A,” 1966..., 36.7 1,41 1054%T 103 5.8 5.8 
Standard Gas & Elec. 6s, 1985......... 432.2 1.42 108 100 6.0 6.0 
Amer. W. Wks. & El, Deb. 6s, 1975..(a) 12.7 1.42 110 99 6.1 6.1 
Standard Gas & Elec. 6s, 1966...... (b) 482.2 1.42 105T 97 6.2 6.2 

e 
Industrials 
Midvale Steel & Ord, Conv. Coll. 5s, 

BE acd baste ed si ec tase abeed Ksas 4,34 105 108 4.8 4.3 
Allis Chalmers Deb. 5s, 1987........ (a) 5.89 108T 102 4.9 4.6 
Gale OF Dan. 08, IOE7. )..0.ccccccese ) 2.99 1044AT 102 4.9 4.8 
Sinclair Pipe Line 5s, 1942.......... Salim aes 5.30 103 102 4.9 4.8 
United Drug Deb. 5s, 1958.......... (b) 1.7 11.78 105 101 4.9 4.9 
Naticnal Dairy Prod. Deb. 5148, °48..(a) .... 7.62 105T 101 5.2 6.1 
Youngstown Sh. & Tube Ist 5s, 1978.(a) .... 2.93 105T 96 5.2 6.2 
Lorillard, P.; Deb. 5%s8, 1987.......0.0. 19.9 2.82 101% 99 5.6 5.7 

Short Terms 

Humble Oil & Ref, Deb. 5%s, ’82...(b) 7.84 102%A 102% 5.4 

Smith (A. 0.) Ist 8. F. 6%s, 1988..(a) o0; 1 Sno 101T 102% 6.3 4.8 
Middle West Utilities 5s, 1988.......... 881.6 1.42 10114, 96 5.2 1.5 

Convertible Bonds 

Am. Tel. & Tel. Conv. 4%s, ’89....Com.@175.4 6.10 105 126 3.6 ‘ 
Atch., Top. & 8S. F. Deb. 4%s, '48..Com.@166.6 3.77 102 111 4.1 3.6 
N. Y., N. H. & Hart, 6s, °48....... Com.@100 1,92 aT 110 6.5 5.1 
Texas Corp. Se, 1044......ccccccsece Com.@'70 3.84 102T 95 5.3 5.5 
Baltimore & Ohio Conv. 4%s, '60....Com.@120 1,64 105 76 5.9 6.3 
Inter’l Tel. & Tel. Deb. 4%s, ’39....Com.@63.9 2.27 102% 83 5.4 7.8 


<- Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 

















(b) $100. 
* On total funded debt. A—Callable as a whole only. T—Callable at gradually lower 
« prices, X—Guaranteed by proprietary companies. (c) Listed on New York Curb, (d) Avail- 
able over-the-counter. (N) Not callable until 1947, 
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UNITED LIGHT & POWER “A” 








Diversified Territory 
Affords Protection 


Per Share Earnings Reinforced by Lib- 
eral Maintenance and Reserve Provisions 


and also one of the mostdiversified 
public utility holding companies, 
United Light & Power Co. presents 
reasonably attractive possibilities for 
the investor in its equity shares over 
the longer period. Identified with this 
particular utility undertaking are some 
of the most powerful financial interests 
in the country, an important factor in 
future moves in the utility industry. 
The present United Light & Power 
Co. was organized late in 1923 as the 
successor to the United Light & Rail- 
ways Co. which was incorporated in 
1910 and from which the new com- 
pany acquired its 


R'ardatoe as one of the largest 


By Francis C. FuLterton 


tically all of the common stock now be- 
ing owned. Through this move, 
United Light acquired properties larger 
than itself and boosted its gross reve- 
nues to beyond $34,000,000. A more 
spectacular move, however, was the 
acquisition in 1928 of control of 
American Light & Traction Co. which 
had gross earnings that year of more 
than $41,000,000 thus again doubling 
the earnings. Although the operations 
of American Light & Traction are now 
included in the consolidated earnings 
report of United Light, the latter 
barely controls the voting stock of the 
former—1,517,344 shares out of a total 


2,767,283 shares of the common stock 
or 54.7%, and 202,528 out of a total 
of 536,324 shares of preferred stock or 
37.7%. As each share of preferred 
has equal voting power with each share 
of common, both must be considered 
together in determining the extent to 
which control is held and this now 

amounts to approximately 52%. 
However remarkable the growth of 
United Light as a utility holding com- 
pany system has been, behind the 
scenes there have occurred on two 
separate occasions changes in contro! in 
the past five years. While the calm 
and serenity on the surface may give 
little indication of a 








holdings in various 
subsidiaries. At that 
time, 1923, the total 
gross earnings of the 
system were only 
some $12,500,000, 
but as the result 
chiefly of the acquisi- 
tion of two other 
large utility systems 
and also of internal 
expansion and growth 
of properties, United 
Light & Power has 
developed into a cor- 
poration with gross 
earnings in excess of 
$90,000,000. 

The era of large 
scale expansion, in- 
deed, was inaugurated 
in 1924 when control 
of the Continental 
Gas & Electric Corp. 
was obtained, prac- 
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PRICE SCALE 





UNITED LIGHT & POWER CO. 


~ 





struggle that is going 
on in the manage- 
ment or of differences 
of opinion in policy 
between opposing 
financial groups rep’ 
resented in the com: 
pany, the situation 
sooner or later comes 
to a head with one 
particular grouping 
emerging as the domi’ 
nant factor. 

Back in 1925, 
United Light was in 
volved in one of these 
affairs in which con 
trol changed hands, 
clinched by a coup in 
the market c 
early in 1926. Up to 
this time Frank Huls 
wit was the moving 
spirit in the affairs of 
the company, but 
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when the system passed into the hands 
of the so-called Otis-Eaton group, 
Hulswit was retired and organized a 
new company, American Common- 
wealths Power Corp., which he has 
since expanded into a large utility 
holding company and in which he 
placed his holdings of the Class “B” 
or voting stock of United Light. These 
constituted only a minority interest 
and were insufficient to obtain repre- 
gntation on the board of directors of 
United Light. 

Five years later another shift in con- 
trol occurred. Continental Shares, Inc., 
the Otis Eaton investment trust which 
held a block of 448,667 or about 42% of 
the class “B” or voting stock of United 
Light & Power, changed hands and 
with this came a shift in United Light 
@ Power. Interests identified with the 
Chase National Bank became affliated 
with the board of 


by-products sales contributed about 
5% of the gross and 2.3% of the net; 
railway service about 7% of the gross 
and 0.3% of the net; heat about 1.0% 
and 0.7%, respectively; the sale of 
merchandise and appliances 0.8% and 
2.2%, respectively; and miscellaneous 
revenues including dividends and in- 
terest received contributed 7.1% of 
the gross and 17.7% of the net 
earnings. 


Earnings Decline Checked 


Despite the highly diversified char- 
acter of the system’s territory and na- 
ture of demand which would tend to 
stabilize the earnings, United Light's 
gross revenues have been dropping off 
gradually since the latter part of 1930, 
but now appear to be approaching a 
bottom from which very little change 





663; taxes were $7,988,049, about the 
same as before; while depreciation at 
$8,699,918 was higher by $891,866. 
The net earnings from subsidiary and 
controlled companies for the most re- 
cent period were $32,421,608 which 
compares with $34,261,543 for the 
April 30, 1930, period. 

After interest, preferred dividends, 
amortization, minority interests and 
after crediting other income, there re- 
mained for the parent company $12,- 
345,639 in the twelve months’ period 
ended June 30, 1931. Deducting hold- 
ing company interest and preferred 
dividends, the net for the common 
stock amounted to $5,358,860 or $1.54 
a share on the average number of class 
“A” and class “B” shares outstanding 
during the period. 

The peak earnings attained per share 
were for the twelve months’ period 

ended June 30, 




















directors and Frank 1930, when it 
Hulswit staged a amounted to $2.40 
comeback by being Record of United Light & Power Co. a share, and has 
elected a director to : been dropping grad- 
represent the 105,- aeule iiis ually since that 
950 shares of class 1929 1930 June 80th) time. The equity 
‘B,” stock, about Gross Revenues ........s.sseeeeeeeeees $96,200,648 $94,489,476 $01,478,050 shares of course, re- 
99% of the total Operating Expenses .........sssseseeeee 40,198,661 38,520,448 «87,219,788 flect most fully the 
outstanding, held by GUNNRIE: 6ssinsilcarssisysstieviries 6,469,121 «5,679,838 5,148,686 declining _ earnings 
American Common- Taxes, General and Income ........+++- 8,188,223 8,178,270 7,988,049 brought about by 
wealths Power. The NM sc scsvcrsicrssesiotienties 7,507,862 8,458,812 8,699,918 depressed general 
Mellon: Ko ppers SS eee th eercee 33,841,782 38,652,108 «38,481,608 business _ conditions 
group remain as a Equity of United Lt. & Power.......... 12,246,832 12,847,060 11,973,326 because they are en- 
large factor in the CN BNI (ns ccas svcssecinennesiens 984,468 1,007,523 972,818 titled to the residual 
company. Balance for United Lt, & Power........ 13,181,300 18,854,582 12,345,689 after taking care of 

The properties of Available for Common Stocks .......... 7,502,186 «6,898,837 5,358,860 the more or less 
the United Light ast ow Sieecaniiiiai tasilinnob ti : fixed charges of 
system extend over and B shares outstanding ............ 2.32 2.01 1,54 bonds and preferred 
twelve states, all lo- Electric Sales—Thousands K. W. H. ... 1,414,798 1,445,486 NF issues preceding it 
cated geographically Gas Sales—M cu. ft. ......eeseceeeeres 46,533,778 48,702,081 NF in the scheme of 
in the Mississippi NF—No figures available. capitalization. By 
Valley or in the the same _ token, 
Middle West and = however, when a ris- 











serve important in- 

dustrial and manufacturing areas as 
well as rich agricultural sections. The 
cities and communities served number 
907 and have an aggregate population 
estimated at 5,350,000. Among the 
cities provided with one or more types 
of public utility service are Columbus, 
Ohio; Kansas City, Mo.; Lincoln, 
Neb.; Davenport, Cedar Rapids, Fort 
Dodge and Iowa City, Iowa; La Porte, 
Ind.; Chattanooga, Tenn.; Rock Island 
and Moline, Ill.; San Antonio, Texas; 
Detroit, Grand Rapids, Muskegon and 
Ann Arbor, Mich.; and Milwaukee 
and Madison, Wis. 

_ United Light & Power derives by 
far the larger part of its income from 
the sale of gas and electricity, these 
services in 1930 accounting for about 
37% and 42%, respectively, or to- 
gether 79% of the total gross revenues, 
and for 29.6% and 47.2% of the net 
revenues of the company. Coke and 
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need be expected even if business con- 
tinues at present low levels, but at the 
same time from which recovery may be 
fairly rapid if business in this country 
starts improving. The peak of gross 
earnings was reached in the twelve 
months’ period ended April 30, 1930, 
when they were reported at $96,907,- 
630 but since then have dropped off 
rather steadily until for the twelve 
months ended June 30, 1931, gross was 
only $91,473,050. 

Operating expenses, incidentally, 
have been cut but not to the extent of 
the drop in gross earnings. For the 
twelve months ended June 30, 1931, 
these amounted to $37,219,788 a drop 
of $3,277,098 from those for the 
twelve months’ period ended April 30, 
1930, which compares with a drop of 
$5,434,580 in gross earnings. Main- 
tenance charges for the recent period 
were $5,143,686, or lower by $1,149,- 


ing trend in earn- 
ings is again established, the increase 
in earnings per share should be rapid, 
particularly in view of the increased 
efficiency of operations which have re- 
sulted in large savings in expenses. 
In appraising the earning power of 
a utility equity it is important to con- 
sider the policy pertaining to mainte- 
nance and depreciation. United 
Light’s maintenance charges in 1930 of 
$5,679,838, which while not as great 
as in 1929, were sufficient to fully 
maintain the properties. As a reserve 
for the replacement of worn-out, ob- 
solete or inadequate items of property 
(depreciation), the management set 
aside $8,458,812. Together mainte- 
nance and depreciation were equivalent 
to about 15% of the gross earnings, a 
liberal ratio in utility practice. Ac- 
tually, the company took out of service 
during the year property of a total cost 
(Please turn to page 746) 
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Bank Stocks for Long Pull 


Investments 


Equities in Selected Strong Institutions Can Be 
Acquired More Advantageously Than in Years 
with Excellent Prospects for Ultimate Profit. 


F, as Baron Rothschild is popu- 
| larly supposed to have stated 

during the French Revolution, 
the time to buy French rentes was 
when the streets of Paris were 
running with blood, then the pres- 
ent would appear equally ap- 
propriate for purchasing the stocks 
of intrinsically sound banking in- 
stitutions. For while the best of 
them are trembling with fright and 
bleeding, albeit superficially from 
a dozen wounds, they are not hurt 
as badly as they believe. Their 


By J. C. Ciirrorp 








It is old and homely, but true 
counsel that the largest profits are 
mace in “buying them when nobody 
“Them,” 


in this instance, may be taken to mean 


else seems to want them.’’ 


of years. Representative bank 
stocks are now selling closer to an 
industrial basis than has been the 
case since the early part of 1928. 
It will be remembered that the 
boom in these issues put the ordi- 
nary stock market boom to shame 
on every count. There never was 
such a rise, such merging, such ex: 





bank stocks if the selection is confined 
to strong and sound issues of high 
repute. 





main suffering is caused by over- 


pansion, such enthusiasm — and 
later such a crash. Now, however, 
the inflation has all evaporated 
The expansion is being consoli 
dated. Every conceivable internal 
economy is being put into effect, and 















powering fear. 

As is brought out in the article on 
Banking Courage on page 701, bank- 
ers are fearful of lending money to 
business, for business is poor. Business 
is poor for it cannot get money. And 
the banking business is in low estate 
because credit is not being extended. 
This has not unnaturally been com- 
municated to the investor and prospec- 
tive investor who, taking the banks’ 
deprecatory attitude at its face value, 
are loath to commit themselves to 
either the banking business, or any 
other business for that matter. 

Even though it is contended that the 
underlying cause of the banks’ present 
troubles is psychological, it cannot be 
denied that their mental attitude has 
been conducive to certain concrete ills, 
which, while temporary in character, 
are very real factors at the moment. 
Theoretically easy money rates were 
never in fact harder than is the case to- 
day, which means that despite the 
possession of vast hoards of money the 
banks can find few borrowers with 
which they are willing to entrust it. 
True, they are now paying less for 
their funds, but the gain in this direc- 
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tion has been far from sufficient to off- 
set the rate which they in turn obtain 
and above all the lack of loan volume. 
Again, the bond market has declined 
steadily and many banks must be car- 
rying fixed income obligations at a 
paper loss. Other bonds have de- 
faulted and the bank unfortunate 
enough to have such securities in its 
investment portfolio must have lost in- 
terest together with a great part of the 
principal. In addition, the decline in the 
stock market undoubtedly has resulted 
in a number of collateral loans becoming 
frozen assets for the time being. Final- 
ly, those activities outside the strictly 
banking field such as trust services and 
the distribution of securities have prob- 
ably made a dissappointing showing 
compared with the boom years 1928 
and 1929. 


Back to Earth 


Nevertheless, it is just because the 
banks have been hard hit and there 
have been a number of spectacular fail- 
ures that their stocks as a whole pre- 
senta more favorable opportunity for the 
investor than at any time in a number 
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the banking fraternity is recover 
ing from the most glorious “jag” that, 
in all probability, it will ever experi 
ence. 

While it is undoubtedly true by and 
large that bank stocks can be bought 
advantageously at the present time, 
this is not to say all banks stocks 
Neither is it to say that they are suit 
able for every investor. Bank stocks 
have certain characteristics which 
should be thoroughly weighed befor 
actually committing oneself. In_ th 
first place they should “be considered 
more in the nature of a permanent i” 
vestment than any other security pur 
chase, for banks in normal times ten 
to grow slowly and consistently with 
an increasing population and the e 
panding business needs of the country. 
It should also be remembered that bank 
stocks are not as a rule good collateral 
The market for them is apt to be thin 
and wide, making a purchase on 
outright basis the only satisfactory 
course to follow. Finally more cat 
should be taken in selecting an i 
dividual bank stock than any other in 
vestment medium. 

The need for the greater than usv# 
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care in choosing a bank stock is made 
necessary because so much must be 
taken on trust, even by the expert. It 
is impossible to discover by an ex- 
amination of the statements available 
whether the loaning policy of any 
specific bank is conservative, whether 
reserves are adequate to cover possible 
contingencies, or whether any security 
afiliate is, or is not, in a sound posi- 
tion. In regard to the latter, however, 
the veil of secrecy which previously 
surrounded the activities and fortunes 
of these afhliated companies is gradu- 
ally being lifted. Where this has oc- 
curred, it has undoubtedly improved the 
market position of the stock of the par- 
ticular bank, for the public in its pres- 
ent frame of mind has tended to the 
not entirely unfounded belief that all 
such subsidiary companies were in 
desperate plight. While this is surely 
not so in many cases, the removal of 
all doubts concerning the real situation 
has undoubtedly proved beneficial. 


Four Choice Selections 


For those who conclude that bank 
stocks offer a suitable investment medi- 
um for their funds, a number of issues 
have been selected for specific mention. 
There are of course any number of 
others equally worthy of consideration 
but all cannot be taken and it is be- 
lieved that the ones actually chosen are 
among the best in the field for current 
investment. New York bank stocks 
have been selected, for it is supposed 
that they will have a wider general ap- 
peal. It may be said also that they 
usually enjoy a more active market 
overtthe-counter than the stocks of 
financial institutions in smaller towns, 
although the latter may be just as 
sound. 

The Chase National Bank of the 
City of New York is the largest bank, 
from practically every standpoint, in 
the world. At the end of 1930, de- 
posits in excess of .two billion dollars 
were held, a world’s record and, while 
there has been a falling off during the 
past six months, the bank still holds its 
predominant position. Growth in re- 


cent years may be attributed largely to 
mergers. Among the most important 
of which was the acquisition of the 
National Park Bank and the American 
Express Co. in 1929 and the Interstate 
Trust and Equitable Trust in 1930. 

In addition to its banking business, 
Chase has a number of other interests. 
These for the most part take the form 
of affiliated companies. For example, 
the Equitable Trust Co. of New York 
was formed in 1930 to perserve the 
title of the old Equitable Trust, which 
Chase absorbed, and to carry on cer- 
tain trust business. Then there is the 
Chase Securities Corp. which was 
formed in 1917 to underwrite, hold 
and deal in securities of all sorts. This 
company was recently in the public eye 
when it acquired the old banking house 
of Harris, Forbes & Co. 

Like the Chase National Bank, the 
Guaranty Trust Co. has grown phe- 
nomenally, and it now is the largest 
trust company in the United States and 
one of the great banking institutions of 
the world. It too has a security afhliate— 
the Guaranty Co.—which carries on a 
business similar to that of the Chase 
Securities Corp. In comparison with 
its larger contemporary, however, Guar- 
anty Trust Co. has participated in few 
mergers, although its consolidation 
with the National Bank of Commerce 
in the early part of 1929 was one of 
the most important bank mergers of 
the year. 

For those who do not believe the 
distribution of securities to be among 
a bank’s proper functions there is the 
Central Hanover Bank & Trust Co., 
which stresses this fact in its advertis- 
ing: “no securities to sell.” The com- 
pany, which represents a well-planned 
merger between the Central Union 
Trust Co., a pioneer in corporate trusts 
and the Hanover National Bank, a 
specialist in personal trusts, is famed 
for its extreme conservatism. 

The President and Directors of the 
Manhattan Co.—to use the legal title 
—is the oldest bank of the United 
States and has rather a curious history. 
It was formed in 1799 as a water com- 
pany to supply the City of New York 


Its charter was broad and among other 
things the company was empowered to 
use its surplus funds for any moneyed 
transaction or operation “not incon- 
sistent with the constitution or laws of 
this State or of the United States.” It 
was under this clause that the company 
conducted its banking business, follow- 
ing the sale of the water division to the 
city. In 1929, however, it became a 
holding company, having almost 100% 
direct or indirect control of the Bank 
of Manhattan Trust Co., International 
Acceptance Bank, Inc., International 
Manhattan Co., and the New York 
Title & Mortgage Co., which in turn 
controls National Mortgage Corp. and 
the County Trust Co. of White Plains, 
N. Y. The first of these subsidiaries 
carries on a domestic banking and trust 
business, the second is engaged in for- 
eign business, including exchange and 
collections abroad, the third deals in 
securities, while the two mortgage com- 
panies lend money on real estate and 
issue first mortgage certificates and title 
insurance. The County Trust Co. pur- 
sues a banking and trust business. 


Earnings on Depression Basis 


As has been stated before banks have 
been severely hit by the present de- 
pression. Neither the Chase, Guaranty, 
Central Hanover nor the Manhattan 
Co. have escaped it. It may be re- 
iterated, however, that stock prices 
have declined much more than intrinsic 
merit. The extent to which the com- 
panies have been affected may be seen 
from recent earnings statements. Chase, 
for example, showed indicated earnings 
for 1930 equivalent to $4.50 a share 
on the average number of shares out- 
standing, whereas after deduction of 
reserves a deficit of $2.49 a share was 
indicated for the first six months of 
1931. On the other hand, Guaranty 
which made no special write-offs re- 
ported $11.09 a share for the first six 
months of the present year, whereas 
earnings for the full year 1930 were 
equivalent to $25.34 a share. Like the 
Chase, the Central Hanover by trans- 

(Please turn to page 742) 











e ° . 
| Statistical Comparison as of June 30, 1931 
Earned 
Surplus & Ratio per Share 
Capital Un'd Profits Deposits Par. Book Current Book Value ist Half Divi- 
000 omitted 000 omitted 000 omitted Value Value Price Price 1931 dend 
Chase National Bank ............. $148,000 $176,581 $1,897,544 20 58 55 95 2.49(D) 4 
| Guaranty Trust Co. ..........2+0. 90,000 208,427 1,343,933 100 332 405 1,22 11.09 20 
Central Hanover Bank & Trust.... 21,000 83,631 647,206 20 100 193 1.93 0.47(D) q* 
The Manhattan Co. .............. 40,281(A) 112,094(A) 469,060} (A) 20 76(A) 55 -72 4,87(B) 4 
(A)—Dec. 31, 1930. (B)—-Full year, 19390. (D)—Deficit after reserves. * Including extras. + Deposits of Manhattan Trust Co. only. 
= =—— el 5 ll 
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Low Price Dividend Payers of 
Investment Merit 








Deflation has wrought some striking changes in investment habits. The average investor, entranced by 
possibilities of appreciation in 1928 and 1929, is now inclined to give close study to the factor of dividend 
yield. There is a particular interest in stocks which offer a good current yield, which have promise of 
probable appreciation in any period of normal business recovery and which are low enough in dollar price 
to fit the taste of small buyers. The number of such stocks which can safely be included in a list of this 
kind is relatively small. Six suitable issues are analyzed on the accompanying pages and are followed by 
brief listing of eight other stocks, more fully discussed in recent issues. 








Recent Price 


HE public utility indus- 
ih try is the one field of $29 
business which has im- 
pressively withstood the as- 
sault of depression and maintained earnings with little or 
no set-back. The last year’s demonstration of its soundness 
has materially enhanced the standing and prestige of the 
industry's senior securities and has confirmed the merit of 
many equity shares. 
The decline of the latter in most 


Louisville Gas & Electric Co. 


Dividend 
$1.75 


Yield 
6% 


Class B shares in dividends 
to the extent of $1.50 a year, 
after which _ both. share 
alike. 

The company’s record is one of consistent growth. It 
serves Louisville, Ky., and surrounding communities. It 
is predominantly an electric enterprise, approximately 72% 
of its revenues coming from this source and the rest almost 

- entirely from natural and _ artificial 
gas. The company’s power resources 
















instances is merely a stock market de- 
velopment, without relation to the 
future outlook, making it possible for 
the first time in years to acquire 
utility equities at reasonable prices. 
Among these a particularly attractive 
issue is Louisville Gas & Electric 
Class A stock. The dividend yield 
at recent quotations is about 6%, 


PRICE SCALE 


ed 











are chiefly hydro-electric, created by 
the canalization of the Ohio River. 
It is buttressed by steam-electric gen- 
erating plants, however, and, through 
ownership of its own coal mines, is 
assured of an economical supply of 
fuel. ; 

Through ownership of most of the 
Class B shares, which carry voting 
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the rate being $1.75 annually. 


1930 “ 








—1931 power, Louisville Gas & Electric is 











This figure is reasonably well cov- 
ered, earnings on combined Class A 
and Class B stocks in 1930 having been $2.35 a share, 
against $2.39 in 1929. So far this year both gross and 
net earnings have been showing modest gains over 
1930. The Class A shares have preference over the 





HE recent merger of Recent Price 

the Vacuum Oil Co. $17 

with the Standard Oil ° 
Co. of New York, forming 
the Socony-Vacuum Corp., gives the investor an oppor- 
tunity to acquire equity representation in one of the world’s 
largest and best integrated oil enterprises at very low dollar 
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Socony-Vacuum Corp. 
Dividend 


controlled by the Standard Gas & 
Electric Co. 

It would appear then, in addition to an attractive yield, 
that the Class A shares enjoyed the possibility of price 
enhancement in the event that the holding company should 
wish to round out its control at some future date. 













Yield 
9.4% 


cost. The new company has 
recently paid an initial divi 
dend of 40 cents a share, ap 
parently continuing the ol 
Standard Oil of New York rate of $1.60 a year. : 
This rate at recent market quotations would offer a yield 
of 9.40%. Such a rate is obviously high for a Standard 
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Oil stock and naturally raises some question as to its con- year. The constituent companies, however, have a long 
tinuance. It is worth noting, however, that if the dis- record of conservative dividend payment and the new com- 
tribution is cut to $1 the yield would pany is understood to have cash and 
still be almost 6%. marketable securities totalling ap- 
Assets of the company total $1,000,- proximately $60,000,000. 
000,000. It is capitalized at 31,923,- Recent developments in the indus- 
072 shares of $25 par value stock. try point to a reversal of drastic over- 
Funded debt is $97,829,500. Neither production and a substantial improve- 
of the two constituent companies ment in the profit margins of the best 
issued interim reports and informa- integrated companies. Socony-Vacu- 
tion as to current earnings is un- - um is well intrenched in the Eastern 
available. Excluding certain non- gasoline market, plays a large part in 
recurring profits of Standard Oil of “NY. the export business, particularly in 
New York, combined earnings in 1930 Re Re, wll alt AE LS the Far East, and through Vacuum 
were equal to approximately $1.15 has a leading role in lubricants. 
per share on present capitalization. While the dividend cannot be con- 
Thus 1930 earnings were less than the present dividend sidered assured, it is believed any reduction would be 
rate and there has probably been further recession this | temporary. 


Pillsbury Flour Mills, Inc. 





PRICE SCALE 

















A produce number of Recent Price Dividend Yield which has been given the de- 
products of American velopment of the packaged 
business are so essen- — $2 iris goods trade and to the con- 
tial to our daily lives and servatism and efficiency of 


have become so familiar to us through long-established the management. All this is reflected in the maintenance of 
trade names that their production and sale are only affected satisfactory profits even under present conditions. Earnings 
moderately, if at all, by depression. Stocks of companies for the year ended June 30, 1931, were equal to $3.60 per 





in this class, if available at attractive share, as compared with $4.05 for the 
prices, merit attention. Such an issue preceding year. 
is the common stock of Pillsbury It is the expectation of the man- 


agement, as expressed by Charles S. 
Pillsbury, vice-president, that the 
$3.60 figure will at least be equalled, 
if not slightly bettered, in the 
present fiscal year. On this basis the 
$2 dividend rate is covered by a gen- 
Farina,” dates back to 1872. The erous margin and appears safe. The 
present corporation was organized in yield at recent prices is 7.7%. There 
1923. Descendants of the founder of 2 eee — ee ee is no preferred stock. The funded 
the enterprise are still prominently debt of subsidiaries is $7,135,700. 
identified with the management. The present company has never 
The company occupies a relatively stable position, owing paid a dividend in excess of 60% of earnings, so that 
to the essential nature of its chief products, to the attention earned surplus is now $8,906,294 or $16.22 per share. 


Burroughs Adding Machine Co. 


Flour. 

The business of making and selling 
“Pillsbury’s family of foods,” in- 
cluding “‘‘Pillsbury’s Best Flour,” 
“Pillsbury’s Pancake Flour,” “Pills- 
bury’s Health Bran” and “Pillsbury’s 
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HE Burroughs —e Recent Price Dividend Yield _ policy is ge the —_ 

Machine Co. and its rate having been increase 

predecessor company, _ $1 — from 80 cents to $1 shortly 
the American Arithmometer after the 400% stock divi- 
Co. have for thirty-six years maintained an unbroken  dend in 1929. Last January an extra of 50 cents was paid. 
record of paying regular and extra dividends. In addition Whether this extra will be continued no doubt depends 
shareholders have been rewarded with upon earnings. On a $1 basis, how- 
generous stock distributions. A 400% ever, the issue yields 4.5%. On 
stock dividend in 1929 was equiva- such a basis the stock might appear a 


trifle high, but the price takes into 
account a very strong financial posi- 
tion and excellent trade prospects in 
any period of normal business ac- 
tivity. 

The latest balance sheet of the com- 
pany shows cash and Government 
securities of nearly $17,000,000. Cur- 


lent to a five-for-one split up, with 
the result that 5,000,000 shares of 
no-par value stock are now outstand- 
ing. The company has no preferred 
stock and no bonded debt. 

Earnings for 1930 amounted to 
$1.50 per share, as compared with the ars 
record high of $2.34 in 1929. Equiva- 


PRICE SCALE 

















lent earnings on present stock for OE ei ene fgg eae rent assets are $31,606,903, as com- 
1928 were $1.66 per share. Figures pared with current liabilities of only 
on 1931 earnings are not available $2,326,771, a ratio of better than 13 
but they are understood to be at a rate sufficient at least to 1. Burroughs covers a broad field. It makes all kinds of 
to cover the regular dividend of $1 per share. Dividend business and office equipment. (Please see next page.) 
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Among the fifty or more different styles of machines made 
by the company are to be found adding, accounting and 
cash recording devices. It has recently made many of its 
machines available in color in addition to the black which 
had previously been the standard finish. Particular atten- 
tion is paid to the development of new devices and Bur- 





roughs is undoubtedly among the forefront of the field in 
this respect. It is reported that the recent sales of a new 
cash machine and a new combination bank machine have 
made steady gains, although the company’s business as a 
whole closely follows the curve of general business activity 
and may be expected to do so in the future. 


Waldorf System, Inc. 


Recent Price 


EPRESSION may have 
D $23 


tightened the belt of 

the American public 
but it still eats and it is pos- 
sible for a well-managed restaurant chain to maintain its 
business and profits. This is particularly true of restaurants 
of the popular-price class, catering, as they do, to customers 
for whom economy is a prime consideration. An out- 
standing leader in this field is Wal- 
dorf System. 


Dividend 
$1.50 


Yield 
6.5% 


or bettered this year. On 
this basis the $1.50 dividend 
appears safe and the yield 

ot 64% is attractive. 
Favored by stability of earnings and the prospect of 
gradual expansion, the stock has staunchly resisted the 
down-pull of the bear market. Slow movement, however, 
has been characteristic of it in either direction. Never- 
theless, it has sold as high as 36 in the 





This company has recently retired 
the last of its outstanding preferred 
stock, leaving no obligations ahead of 
the 461,610 shares of no-par value 
common stock with the exception of 
$1,106,500 in mortgage notes. Wal- 
dorf is one of the few enterprises able 
to show an expanding profit trend 
under present conditions. Earnings 


PRICE SCALE 





past and in a good market would not 
be over-priced at 30. Such apprecia- 
tion, although modest in points, 
would be substantial on a percentage 
basis and this possibility adds to the 
attraction of high yield. 

The company was organized in 
1919 with 58 restaurants. It has since 
opened a number of others and ac- 
quired several chains, with the result 








available for the common shares for —1930 ——" 





M 
1931 s that 153 restaurants and lunchrooms 





the first six months of this year 
amounted to $1.28, as compared with 


$1.23 per share for the corresponding period of 1930. 

Thus, the greater part of the full year dividend require- 
ments have been covered in six months and there is little 
doubt that 1930 earnings of $2.63 per share will be equalled 


are now operated. These are located 
chiefly in New England but attention 
is being given to active expansion in other states. 

Should the contemplated expansion be carried out, the 
somewhat pessimistic predictions as to the stock's activity 
might easily prove far from correct. 





McCrory Stores Corp. 


HROUGH a number of Recent Price 
subsidiaries, the Mc- (Common) 
Crory Stores Corp. $39 


conducts a “Five-and-Ten- 
Cent-Store” business and is one of the leaders in this 
field. It is at present operating 242 stores in New York, 
Pennsylvania, Indiana, Nebraska, Massachusetts, Tennessee, 
West Virginia, Georgia, Florida, Virginia, Ohio and 
Michigan. 

One of the outstanding characteristics of this business is 
its stability, due chiefly to the low 
unit price and the essential nature of 


Dividend Yield 
$2 5.10% 


The addition of stores year 
by year, however, is a costly 
matter and in 1930 the com- 
pany wisely decided to con- 
centrate upon consolidation of its position and the im- 
provement of operations in existing stores. The possible 
effect of this policy upon profits is not yet clear, the period 
of depression perhaps not constituting a fair test. 

In seven years of expansion after 1920 McCrory’s net 
income more than quadrupled, amounting to $5.26 on the 
combined common and Class B in 
1927. Since then the trend has been 





the merchandise dealt in. The “Five- 
and-Ten”™ store chains have withstood 
the depression with flying colors, 
maintaining both sales volume and 
profits in satisfactory manner. The 
largest problen: which enterprises of 
this kind have had to face is the de- 
cline in commodity prices. 

It has been met with rapid turn- 
over of inventory. Since the sharpest 


PRICE SCALE 
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moderately downward, per share 
earnings amounting to $4.61 in 1928, 
$4.28 in 1929 and $3.60 in 1930. 
Ineidentally, there is no difference 
between the common stock and the 
Class B stock, except that the latter 
has no voting power and a choice be- 
tween them depends solely on the in- 
dividual investor. 

Although the longer range outlook 

















part of the commodity slump appears 
to be behind us, this problem should 
begin to be less important and the prospect of a stabilized 
price level before very long enhances merchandising profit 
possibilities. 

The McCrory stores were steadily expanded for the ten 
years ending with 1929, sales in that year amounting to 
$44,703,965, as compared with only $14,199,346 in 1920. 
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for the company depends upon the 
ability of the management to expand 
profits upon a satisfactorily maintained sales volume, present 
earnings appear safely in excess of the dividend of $2 
a year. The financial position is favorable. Inventories 
have been sharply reduced in the last year and current 
assets are $7,100,000, including $1,075,000 cash, as com: 
pared with $1,654,000 in current liabilities. 
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Additional Dividend-Paying Stocks of Low Price 


(Previously analyzed more fully in recent issues) 


Bohn Aluminum & Brass 


Recent Price Dividend Yield 
$34 $1.50 4.4% 


OHN ALUMINUM is commonly known as an auto- 
B mobile accessory company but less than half of its 

business now falls in this category. A carefully 
planned effort to broaden the base of the company’s opera- 
tions has met with substantial success, particularly in the 
manufacture of metal products for the construction in- 
dustry. Its motor accessory business is well intrenched. 
The dividend is generously covered, profits for the first half 
of 1931 being $2.63 per share, and a larger disbursement is 
expected should the present profit trend continue. 


United Corp. 


Recent Price Dividend Yield 
$20 $0.75 3.7% 


HE common stock of United Corp. offers a convenient 
T means of investing at low dollar price in some of 

the strongest and most profitable public utility en- 
terprises of the country and particularly in the rich Eastern 
area. The company’s chief holdings include Consolidated 
Gas, Public Service of New Jersey, United Gas Improve- 
ment and Niagara7Hudson Power. Earnings of the un- 
derlying companies are satisfactory and the United divi- 
dend may be considered relatively safe. 


Standard Brands 


Recent Price Dividend Yield 
$18 $1.20 6.6% 


HROUGHOUT the depression the leading ‘package 
T food companies have shown a notable ability to main- 

tain both gross business and profits. The present 
$1.20 dividend of Standard Brands is covered by a small 
margin but commands some confidence because the trend 
of 1931 earnings is upward. The company’s position, already 
strong financially, has been strengthened by retirement of 
a substantial block of preferred stock. Full benefits of the 
merger which the company represents are yet to be 
obtained. 


Commercial Investment Trust 


Recent Price Dividend 
$22 $2 


N the present depression installment financing. has met 

its most severe test and the well managed finance com- 

panies have come through in satisfactory manner. 
Losses cue to defaults have been surprisingly small and 
are a less important factor upon profits than the decline 
in gross business. The installment debts of the boom era 
have long since heen liquidated. Commercial Investment 
Trust is the leader of its field. Its 1931 record offers 
Promise of substantial increase in carnings in the next 
Period of normal business. 


Yield 
9.1% 
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Kroger Grocery 


Recent Price Dividend 


$29 $1 


T approximately one-fourth of their 1929 price, shares 
A of Kroger Grocery have been extensively deflated. 
The company has had considerable success in correct- 
ing the errors of over-expansion of the boom period. The 
management has been changed and a number of unprofit: 
able stores have been closed. The results are beginning 
to show up in an improved profit margin, earnings for 
the first half of this year having been $1.25 a share, against 
only 12 cents in the first half of 1930. Profit for the full 
year is expected to be between two and one-half times and 
three times the dividend requirements. 


Yield 
3.4% 


United Gas Improvement 


Recent Price Dividend Yield 
$27 $1.20 4.4% 


NE of the largest of the public utility holding com- 
QO panies in the East, United Gas Improvement has 

shown a remarkable growth of earnings in its com- 
paratively brief corporate career. Moreover, this earning 
power has shown remarkable stability under conditions of 
acute business depression. For the twelve months ended 
June 30, earnings per share were $1.51, which was only 
three cents under the figure for 1930 and five cents over 
the total for 1929. The dividend appears secure and the 
company faces further expansion. 


Stone & Webster, Inc. 


Recent Price Dividend Yield 
$24 $2 8.3% 


TONE & WEBSTER, through affiliated enterprises, 
engages in construction work throughout the world, 
the underwriting and distribution of securities, promo- 

tional and development work, and, in connection with its 
activities makes investments, either temporary or perma- 
nent. It controls the Engineers Public Service Corp., a 
public utility holding company. Reported earnings for the 
year ended March 31 were $3.17 a share. The stock ap- 
pears to have substantially discounted present adversities. 


International Nickel 


Recent Price Dividend Yield 
$12 $0.40 3.3% 


ARNINGS of International Nickel have declined 
EL sharply, amounting to only 16 cents a share for the 
first half of this year, against 50 cents for the corre- 
sponding period of 1930. On present indications the 
forty-cent dividend may not be covered and hence can- 
not be considered assure¢. The company is dominant, how- 
ever, in the production of a basic product and is financially 
strong, capital, surplus and earned surplus exceeding $78,- 
000,000. Profits should recover satisfactorily in any 
restoration of general business to normal. 
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AIR REDUCTION 





Continues Expansion in Depression 


With Earnings Fairly Well Maintained, 
Chemical Leader Builds for the Future 


Co. literally describes its chief 

activity—the reduction of the 
atmosphere to its component parts. 
To a great extent the company is re- 
lieved of one of the main anxieties of 
manufacturing; it does not have to 
worry over the probable trend of the 
cost of its raw material or the ade- 
quacy of the supply. That is, insofar 
as the basic elements of its principal 
products are concerned although in 
the widening of its activities it early 
entered the related field of chemical 
production which requires more sub- 
stantial raw material. 

But if its most important operations 
are concerned with so intangible a 
basic material as air, the corporation's 
progress and welfare are directly and 
entirely dependent upon such decidedly 
tangible factors as the state of trade 
in the important steel and metal con- 
suming industries. 


[ its corporate title Air Reduction 


Earnings Moderately Lower 


The curtailment of general business 
in the past two years has been very 
exactly reflected in the financial re- 
sults of Air Reduction’s operations 
over the same period. In 1929 the 
company earned $7.75 a share. Last 
year it earned but $6.32. In the first 
half of this year earnings were but 
$2.43 a share, and the probabilities are 
that the full year will show no more 
than $4.50, which would just meet the 
regular $3 dividend, and the $1.50 
extra declared 10 
days ago. With the 
dividend obviously in 
no danger, with the 
country generally at 
least preparing to 
emerge from_ the 
slough of despond, 
and with the stock at 
current levels  ap- 
parently registering a 
full discount of the 
near-term outlook, it 
may be well in con- 
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By THomas R. NgEpHAM 


sidering Air Reduction’s longer-term 
prospects to delve into its history, in 
order to determine the foundation 
on which the organization rests. 

Air Reduction Co. was organized 
in November, 1915, on a rather modest 
scale, when one considers its present 
place in the industrial world. It took 
over the American rights of L’Aire 
Liquide, S. A., a French corporation 
controlling processes for liquefying air 
and separating its component gases, 
oxygen, nitrogen, argon and so on. 
The original capitalization authorized 
was 25,000 shares of common and 
20,000 of preferred (the latter later 
converted into common) which con- 
trasts with the present authorized 
1,000,000 shares of common of which 
841,288 shares are outstanding. 
There is no bonded debt. From the 
very beginning earnings were very 
largely ploughed back into the property, 


and the dividend rate maintained on a . 


moderate basis. The half dozen plants 
which represented the beginnings of 
Air Reduction have increased to 106 
producing plants and 340 warehouses. 

Today the company centers its 
activities on the production of oxygen 
for commercial purposes, acetylene, 
nitrogen, and carbonic gas. It also 


manufactures the machinery and ap- 
paratus used in welding. Its principal 
consumer-industries are the steel manu- 
facturers, automakers, ship-building, 
pipe-line, railroads and 
building. 
therefore 


It stands 
in the out- 





ttsburgh 


abet ks . 


Air Reduction Plant at Pi 





wardly distressing position of being 
engaged in a business in which most 
of its customers with the exception 
of the consumers of carbon dioxide 
are currently suffering severely. Sev- 
eral major and a number of minor 
industries already have given rather con- 
vincing evidence that they have turned 
the corner—but few of Air Reduc- 
tion’s customers appear among the con- 
valescent. It is this which renders the 
near-term outlook of the company less 
promising and dictates the wisdom of 
studying carefully the company’s 
fundamental position in the business 
world and its possibilities for con- 
tinuing to earn in excess of its divi- 
dend requirements. 


Holds Leading Position in Its 
Field 


Stated as briefly as may be, Air Re- 
duction occupies a commanding posi- 
tion in its section of the chemical 
industry. It maintains its own labora 
tory for research and investigation 
and its area of activity is constantly 
widening. The new method of weld- 
ing steel in building construction 
which, conceivably, may ultimately 
supplant riveting broadens the field 
for Air Reduction’s products. Its 
entry into the pipeline welding 
division of the industry has afforded 
the company a foothold in the natural 
gas section of the public utility world. 
Its recently acquired 60 per cent inter’ 
est in the Pure Carbonic Co. of 
America extends its 
interest into the 
dry ice and refrigera’ 
tion fields, Pure Car: 
bonic being the 
second largest pro 
ducer of carbon di: 
oxide in the United 
States. 

All through 1930 
when other corpora’ 
tions were contracting 
operations and clos 
ing down production 
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units Air Reduction added to its 


potential production. 


It regarded the 


depression, evidently, as a good time 
to go shopping, for it added a number 
of companies and their plants to its 
Only re- 
cently it showed that 1931 also is a 
good year for the acquisition of ad- 
ditional facilities for it acquired 51% 
of the common stock of the Wilson 
Welding & Metals Co., manufacturers 
of electrical welding apparatus, there- 
by still further diversifying the or- 


steadily lengthening roster. 


ganization’s business. 
Electrical welding 


lines of endeavor. 
affairs it has 
diligence as other 
organizations in ~con- 
serving, saving and 
retrenching during the 
period of economic 
stress, but it has 
demonstrated its con- 
viction that just as 
economy does not 
mean hoarding, so a 
conservative policy 
does not preclude ex- 
pansion nor dictate 
temporary retirement 
from competition. 
There are difficul- 
ties, however in the 
way of translating 
into terms of market 
value per share, the 
undeniable strength 
and important posi- 
tion of the company 
itself. At the outset 
of the calculation the 


considered 
potentially a strong competitor of 
oxyacetylene welding, which throws 
an interesting sidelight on the vigor 
with which the management of Air 
Reduction extends its influence in new 


its internal 
exercised the 
sound business 


same 


to have been about 80. Around cur- 
rent levels, on this basis, the invest- 
ment shows a paper loss of something 
like $2,500,000—as against a 1929 
paper profit of $8,000,000. The effect 
of carrying marketable securities at 
cost as part of the “other current as- 
sets” item in the balance sheet is to set 
up a more favorable than warranted 
ratio of current assets to liabilities, 
and of inventories to working capital. 

This practice increases the difficulty 
of measuring a company’s financial 
position accurately, and while in the 
case of Air Reduction it casts no re- 
flection upon the management or the 
corporation it nevertheless affects the 
investor appeal of the company’s shares. 

The same thing may be said of other 
points which the analyst of Air Reduc- 
tion’s business, its policies and financial 
stability encounters in the annual re- 
port. To quote from the report cover- 


basis all of the 20,000 capital shares of 
the Cuban Air Products Corp. “in 
which it had formerly held a minority 
interest.” That does not indicate how 
many shares were needed to convert 
the minority interest, generally believed 
to have been 25%, into complete owner- 
ship, nor does it intimate whether the 
Cuban Company’s assets and liabilities 
have been incorporated into the Air 
Reduction consolidated statement or if 
the 20,000 shares are merely carried as 
miscellaneous investments. The only 
point on which the report touches is 
that from November 1 “the operations 
of” the Cuban Co. have been “con- 
solidated with those of” the Air Re- 
duction Co. 


Strong Financial Position 


It is rather difficult to understand 
why these, and other, uncertainties are 
permitted to surround the affairs of Air 

Reduction, for it is 





not a company whose 
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financial structure ap- 
pears to need bolster- 
ing. Surplus, accord- 
ing to the last bal- 
ance sheet, is $10,- 
420,455, having in- 
creased from $3,125,- 
988 in 1924, and 
cash holdings of 
$6,475,772 are the 
largest in the com- 
pany’s history. Its 
management has the 
confidence of the busi- 
ness community 
Almost all of its ex- 
pansion has come out 
of its own earnings. 
Back in 1921 the 
1931 stock sold at its 
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inquirer encounters a lack of official 
detail regarding the make-up of im- 
portant items in the company’s balance 


sheet. 


The management is frank in 


stating for instance that all of its 
marketable securities are carried on the 
books at cost but gives no indication of 
the extent of the admitted shrinkage in 
the value of these assets (nor of what 
they consist). While a reserve was set 
up last year which the annual report 
states was sufficient to offset this 
shrinkage “to the close of the year,” 
it is possible that this reserve has been 
exhausted as a result of the further 
decline in the market value of United 


States Industrial Alcohol. 


The “Alcohol” Situation 


Air Reduction owns approximately 
50,000 shares of Industrial Alcohol, at 
a cost price which is generally assumed 
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ing 1930 operations, the company dur- 
ing the year “acquired oxygen plants at 
Houston, Beaumont, San Antonio, 
Kansas City, St. Louis, Wichita, Cin- 
cinnati; and acetylene plants at Hous- 
ton, Wichita and St. Louis. In each 
instance shares of your company’s 
capital stock were issued in exchange 
for the above acquired assets.” 

Yet there is not a word as to the 
number of shares issued, the value or 
capacity of the plants acquired. The 
capital stock outstanding increased dur- 
ing the year by 46,894 shares, and in 
round numbers the property account of 
land, building and equipment — 
“including cylinders"—showed an ap- 
preciation of $2,760,000, but after 
deducting depreciation reserves the 
fixed plant investment shows a balance 
sheet increase of only $900,000. It is 
also set out in the report that the com- 
pany acquired on a_ share-for-share 


record low of 30. 
The current price 
around 75 is equal to 225 for the 
stock was reissued on a _ three-for- 
one basis three years ago. Where- 
ever a clear insight into the com- 
pany’s policies and methods is pos- 
sible the utmost conservatism appears 
to rule. The patents and _ licenses 
are written down to one dollar, 
The property account is carried at 
about 50% of original cost. Only one 
incident suggesting lack of caution 
stands out—and that may have some 
reasonable business explanation; the 
instance is the neglect of the oppor- 
tunity to take a profit of some $8,000,- 
000 in United States Industrial Alco- 
hol, and the retention of the stock 
through its long descent from 243 to 
below 25 ($350,000 in annual divi- 
dends also has passed out of the 
picture) notwithstanding the presence 
of Air Reduction representatives 
(Please turn to page '742) 
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Taxes and Yet More Taxes 


It is reported that organized labor is 
to agitate before Congress at its next 
session that a tax be placed on capital 
exported abroad. It is contended that 
such a move would give the working 
man in this country further protection 
against foreign labor with its low 
standard of living. Taxes are generally 
suppose to be a necessary evil but even 
so there is no cause to go out of one’s 
way to make them more iniquitous 
than they need be and this without 
question is the most vicious proposal it 
has yet been our misfortune to en- 
counter. The world has already in- 
terfered disastrously with the free 
movement of goods between nations. It 
has already meddled appallingly with 
the law of supply and demand in those 
selfsame goods. Is it now to do the 
same thing with capital? The free 
movement of capital between industries 
and between countries depending solely 
on the rate of return as against the risk 
involved is absolutely fundamental to 
the capitalistic system. There should 
be no interference with it. Our 15- 
billion dollar foreign investment hold- 
ings should be allowed to grow un- 
hindered. The taxation of capital ex- 
ports would affect almost every se- 
curity holder in the country, for in 
addition to those who own foreign ob- 
ligations directly there is barely a large 
industrial enterprise which has not a 
branch factory, a sales office or a source 
of raw materials abroad, on which it 
depends for a material part of its 


prosperity. 
a 


Maintenance and Earnings 


In the old days of prosperity many 
conservatively mar.aged companies built 
up their stockholders’ equity by spend- 
ing large sums on maintenance in order 
to put their properties in A-1 condi- 
tion, even by charging to maintenance 
certain capital improvements, and by 
debiting earnings with the largest pos- 
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For Profit 


sible sum for depreciation that the tax 
authorities would allow. The present 
depression, however, has largely 
changed this. Indeed, in many cases 
it appears to have veered too far in the 
other direction. For example, if it 
were not for a reduction in mainte- 
nance, the current poor railroad earn- 
ing power would closely approach zero. 
The same may be said of a number of 
companies in other fields and the stock- 
holder when analyzing his holdings 
would do well to keep a close watch 
for such reductions. Should he not do 
so, he is likely to be disappointed in the 
progress made when general business 
again turns upward owing to his com- 
pany having to make up maintenance 
arrears. 


* * &* 


A Common Stock Investment 


The recent decline in the stock mar- 
ket has brought yet another of the erst- 
while blue chips close to a point where 
it can be bought to yield 6%. Should 
it get there, or even materially narrow 
the existing gap, it may be considered 
to be within a buying range very satis- 
factory for the patient long-term in- 
vestor. The issue of which we speak 
is the common stock of the American 
Telephone & Telegraph Co., now sell- 
ing around $156 a share to yield 5.8% 
on the regular $9 dividend. The com- 
pany has not unnaturally felt the 
effects of the present depression to 
some extent, but this has been more in 
the form of failure to achieve the cus- 
tomary advance than any serious re- 
trocession. For example, there was a 
net loss of only 100,000 telephones 
during the first half of the present year. 
For the whole of 1930, there was a 
gain of 122,500 and for 1929 a gain of 
822,000. The company reported earn- 
ings for the first six months of the 
current year larger than for any similar 
period of its history although, owing to 
the large increase in the capital stock, 
per share earnings were $4.89 on the 
average number of shares outstanding 


compared with $4.72 for the corre. 
sponding period of 1930. The present 
quarter is likely to be a poor one be- 
cause of seasonal influences, but the 
last three months of the year will un- 
doubtedly register material improve- 
ment. For the full year, earnings 
equivalent to at least $9.50 a share are 
expected, which in view of all the cir. 
cumstances may be considered a fair 
margin over dividend requirements. 
There is therefore reason to believe 
that the rumors concerning a reduction 
will be proved to have been entirely 
without foundation. Perhaps the most 
attractive feature of the company, 
however, from an investor's point of 
view, is that it is a virtual monopoly. 
Moreover, it is a monopoly free from 
the kicks of political football players by 
virtue of the fact that there are some 
600,000 registered American Tele 
phone & Telegraph stockholders to say 
nothing of the additional army which 
owns securities in the company’s sub 
sidiaries. 
* * * 


Attractive Medium Grade Bonds 


The Illinois Power & Light Corp, 
controlled by the North American 
Light & Power Co. through the Illi 
nois Traction Co., supplies either elec: 
tric light, electric power, gas, transpor’ 
tation or other services to some 570 
communities in Illinois, Kansas and 
Iowa. The company also operates a 
Class I railroad into St. Louis. As of 
December 31, 1930, funded debt of 
the Illinois Power & Light Corp., in 
cluding subsidiary obligations, totaled 
some $138,000,000. Of this amount 
$95,200,000 consisted of the 1st and 
refunding mortgage bonds of the par: 
ent company, issued in series “A,” “B” 
and “C.” All are listed on the New 
York Curb Exchange. These obliga’ 
tions are secured by a first mortgage on 
certain of the company’s properties and 
by a collateral lien and second mort: 
gage on nearly all the remainder. For 
the calendar year 1930, the company 


THE MAGAZINE OF WALL STREET 











—oog oO ff htop lCUccCKlCUCCOlClC rr CK 


Coo 


7 


on wetias wet ee fee. 


— i. . 2 2 ch ee OM ase 








corre: 
> present 
one be- 
but the 
will un- 
improve- 
earnings 
hare are 
the cir- 
1 a fair 
rements, 
believe 
eduction 
entirely 
he most 
mpany, 
oint of 
mopoly, 
ce from 
yers by 
re some 
Tele- 

5 to say 
- which 
y’s sub- 


onds 


Corp., 
nerican 
he Illi- 
r elec: 
anspor’ 
re 570 
is and 
ates a 
As of 
ebt of 
p., in- 
totaled 
mount 
st and 
e par’ 
New 
liga’ 
ge on 
s and 
mort: 

For 
1pany 


EET 














The Stockholder 





and Income 


earned fixed charges on an_ over-all 
hasis some 1.84 times. The series “A,” 
6s of 1953 are currently selling close to 
their call price of 105 to yield about 
5.60% to maturity. The series “B,” 
sys of 1954 are now quoted about 
1024 and afford about 5.30% to ma- 
turity. This series is callable at 105 
up to 1945 and afterwards at a gradu- 
ally decreasing premium. The series 
“C,” 5s of 1956 are about 9712, to 
yield around 5.17% to maturity. These 
too are callable at 105 but the premi- 
um does not commence to decrease 
until after 1947. There does not ap- 
pear to be a great deal to choose be- 
tween the three series, for they all have 
the identical security and, in addition, 
the differences in yield seem to be 
closely adjusted to the varying profit 
possibilities. Perhaps, however, it is 
best to hold to the old rule of buying 
low coupon rate bonds under par, 
rather than high coupon rate issues 
over par. If this be done the prefer- 
ence will of course go to the series 
“On” 


* * #* 


Wither Cigarettes? 


The cigarette industry is no longer 
cruising contentedly in placid waters, 
free from the turmoil of the greatest 
depression the world has ever seen. 
True, the ship is in no danger of 
foundering. Even serious damage is 
not yet threatened. A few waves, 
however, have already splashed aboard 
and a number of dark clouds on the 
horizon are causing the crew a degree 
of anxiety. 

The first blow was struck when the 
production of small cigarettes during 
July showed a drastic falling-off in 
comparison with the corresponding 
month of 1930, thereby bringing the 
output for the seven months below 
that of the like period of last year. 
Following this, complaints were filed 
with the Department of Justice con- 
cerning the suspiciously concerted man- 
ner in which the four big cigarette 
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companies recently raised the whole- 
sale price of their product. Another 
somewhat disquieting factor has been 
an increasing tendency on the part of 
states to bolster up their waning reve- 
nues by means of a cigarette tax. They 
have seen the federal government here 
and in England collect a glittering sum 
year after year, but only recently have 
serious efforts been made to remedy the 
neglect of such a gold mine. Some 12 
states or more are now collecting taxes 
on cigarettes amounting to between 2 
and 5 cents a pack of twenty. On top 
of this, there appears to be a disposi- 
tion on the part of the public to econo- 
mise by “rolling its own,” which is not 
thought to be as profitable a.business 
for the manufacturer as that of selling 
the finished product. Finally there are 
rumors that a new cigarette to retail 
at 10 cents a pack will be introduced 
and extensively advertised. This price 
of course will only be possible in those 
states which levy little or no tax. All 
these factors have played their part in 
causing the recent stock market weak- 
ness of the cigarette stocks and, al- 
though it is more than possible that the 
adverse possibilities have been exag- 
gerated, it would be well for investors 
in the companies concerned to follow 
developments closely. 


* * # 


The Biscuit Companies 


While it will be necessary for future 
developments to decide what sig- 
nificance, if any, attaches to the widely 
different results shown by the three big 
biscuit companies for the first six 
months of the present year, at least a 
mental note of the differences should 
be taken at this time. Loose-Wiles 
Biscuit Co. reported an increase in net 
of 5.5% compared with the corre- 
sponding period of 1930 although, ow- 
ing to an increase in the capital stock, 
per share earnings were slightly smaller. 
On the other hand, total income of the 
National Biscuit Co. registered a de- 
cline of more than 6% over the same 














two periods and that of United Biscuit 
a decline of nearly 15%. As might 
have been expected these results have 
been reflected in the stock market. 
Loose-Wiles is currently selling only 
10% below the high point of the year, 
whereas the common stock of National 
Biscuit is quoted around the low for 
the year which is more than 30% be- 
low the high point, while United Bis- 
cuit is some 20% under the year’s high. 
This adjustment in market price to the 
actual showing of the different com- 
panies makes it extraordinarily difficult 
to choose between the three organiza- 
tions. Perhaps there is no choice, ad- 
vantage and disadvantage being nicely 
compensated in the price. It would, 
however, appear to be the part of good 
policy to exercise a degree of caution 
in buying any of them until the trend 
of the market is more definitely favor- 


able. 
* * * 


Fixed Trust and Loading Charges 


It will be remembered that the New 
York Stock Exchange some time ago 
instigated an inquiry into fixed trusts 
and their manner of operating. The 
results of this investigation are now 
available in some 40 trusts with which 
the Exchange does not consider associa- 
tion by member firms objectionable. It 
is shown that the average premium 
paid by the investor over and above 
the current prices for the underlying 
stocks is slightly less than 9%. This 
is the amount he pays for diversifica- 
tion and low price. He usually makes, 
however, another payment indirectly 
in loss of marketability and collateral 
value because the stocks of few fixed 
trusts have as active or as wide a mar- 
ket as their underlying securities. 
Without taking any stand as to 
whether the charge be reasonable or 
unreasonable, it is at least gratifying 
that an investor now need have no 
delusions as to that for which he is 
paying. 
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Personal Investment Talk No. 11 


Short Selling 


A Practice Regarded as Mysterious 
by Many Is Really Very Simple 


By JoHn Duranp 


up must come down.” People lost faith in the 

proverb during the “New Era” madness of 1929; 
and, now that the market has come down, many are swing- 
ing to the opposite delusion that it will never go up again. 
But the old maxim still rules in the majority of instances 
and it will be found, over a sufficiently long period of time, 
that stocks decline nearly as many points as they advance 
—except for the few issues in which there is a marked 
secular up-trend—so that the trader who cannot bring 
himself to sell short misses about half the opportunities 
for profit. 

People who are not familiar with the mechanism of short 
selling often wonder how it is possible to sell stock they 
do not own. Some even go so far as to think that such 
transactions may not be exactly ethical. Such compunc- 
tions have given rise to the familiar saying: “He who sells 
what isn’t his’n will surely some day go to prison.” Most 
of the misconceptions about short selling disappear, how- 
ever, as soon as the process becomes thoroughly understood. 


[T's is an old saying in Wall Street: “What goes 


A Common Business Practice 


The practice of short selling is by no means confined 
to the stock market. You go into a store, for example, 
to buy a certain article and discover that it is not carried 
in stock. The merchant assures you he can order the goods 
and deliver to you within a few days. Perhaps you are 
going out of town and do not tare to have the article 
charged or sent C.O.D. Having confidence in the dealer, 
you pay him in advance. The merchant has sold you some- 
thing he did not own: he has sold short. To complete the 
parallel, it may be that, in order to hasten delivery, the 
merchant sends out and borrows the article from another 
store that does happen to carry it, and then delivers it 
to you. This is a common practice among small druggists. 
Later he buys the article from his jobber and returns it to 
the store from which it had been borrowed. 

When stock is sold short through your broker, it sets 
in motion a set of transactions quite similar to those in- 
volved in the sale of merchandise that is not on the shelves. 
The purchaser of stock has no way of knowing whether 
he is receiving long or short stock; for the certificate has 
to be delivered and paid for next day, in either case. When 
long stock—stock which you own—is sold, your certificate 
will be delivered to the purchaser, who then pays for it 
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in full. When you sell stock short, stock that you do 
not own, your broker has to make arrangements in the 
stock exchange “loan crowd” to borrow the exact number 
of shares from some holder who is willing tc lend the 
stock, and it is this borrowed certificate which is delivered 
to the purchaser, who pays for it in full. 

There is this difference, however, between short sales 
of stock and the short selling merchandise. When the 
druggist borrows a box of soap from a neighboring dealer 
to deliver to you, he merely says: “Thank you,” and prom- 
ises to return an identical box of soap within a few days. 
It was just a friendly accommodation. But stock is always 
loaned on a strictly business basis. The broker takes the 
cash he receives in payment for the stock you sold short and 
loans it to the party from whom the certificate was bor- 
rowed. The prevailing rate of interest is charged on this 
loan of cash, and it is mutually understood that both the 
cash loan and the certificate loan are repayable on demand. 
Should the owner of the stock demand that his certificate 
be returned, then the broker must borrow the stock else- 
where and deliver it to the original lender. The latter re- 
turns the cash loaned by the broker, on the certificate as 
collateral, and the broker then re-loans this cash to the 
second party from whom he has just borrowed the stock. 


“All of these transactions are handled through the Stock 


Clearing Corporation. 

Later on, when you cover the stock (i. e., buy it), the 
broker delivers the stock you have bought to the party 
from whom he has been borrowing; and gets back his cash, 
with interest. This cash is then paid to the person from 
whom you bought the stock, and the transaction is com: 
pleted. 


Advantages of Lending 


People sometimes wonder why a stockholder should be 
willing to loan his certificate. The usual inducement is 
that the lender of stock to short sellers obtains a cash loan 
up to the full market value of his certificate, and fre- 
quently at a lower rate of interest than prevails in the 
open call loan market. If the stock is pledged for a col’ 
lateral loan at the bank, the amount of cash obtainable 
will only come to somewhere between 50% and 90% of 
market value, according to circumstances. 

Traders who are short of a stock at the time it sells 
ex-dividend will be charged with the dividend; because the 
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broker must pay it to the party from whom he has bor- 
rowed the certificate. But the customer pays no interest 
on short sales, since no borrowed capital is tied up. On 
the contrary, interest is usually received by the broker for 
money loaned on stock that is borrowed while the trade 
is open. On large and active accounts, part or all of this 
interest may be credited to the customer—it is one of the 
inducements offered by brokers in soliciting profitable ac- 
counts—but small and inactive accounts seldom receive the 
benefit of interest earned on short sales. It is retained by 
the broker as a partial offset to the risk and expense in- 
volved in borrowing a small amount of stock. 


So far as the trader is concerned, short selling is merely 
a method of profiting by declining prices. If it seems that 
the market is going down, he merely sells something with 
the intention of buying it (covering) cheaper later. It 
is just the reverse of what he does when the trend appears 
to be upward. In the stock market, it makes no difference 
whether you buy first and sell later, or whether you sell 
first and buy later. A completed trade involves both a 
purchase and a sale, regardless of which transaction comes 
first. Either way, commissions and taxes are the same. 

Professionals usually favor the short side; though priding 
themselves upon the ability to trade both ways with equal 
facility. As previously mentioned, there is no interest to 
pay on short trades; and accidents are more likely to favor 
the bears than the bulls. Then again, prices decline in a 
bear market about twice as rapidly as they advance in a 
bull market. The latter advantage is partially offset, how- 
ever, by the fact that more capital is usually tied up in a 
short trade than by a long 





first obstacle is that the modern stock market seldom moves 
as a whole. You may be right on the general market but 
go short of some stock that rises against the trend. In 
selecting the stock to go short of one needs to consider not 
only the outlook for the market as a whole, current pros- 
pects for the particular industry, and outlook for the in- 
dividual company, but also the stock’s technical position. 
The latter is perhaps the dominant factor in making a 
selection; for there are times when a great deal of strong 
arm work goes on in the market quite regardless of so- 
called “fundamentals.” 

Ordinarily, stocks that skyrocket without regard to 
values, and then crash in a perpendicular nose dive, belong 
to the class of specialties in which the floating supply is so 
small that it is easily corralled by some enterprising operator 
or pool with sufficient initial financial backing. When 
practically all the floating supply is closely held by manipu- 
lators, they are in a position to do about anything they 
have a mind to with the stock. Technically the stock is 
not considered to be cornered so long as it can be bor- 
rowed by traders who are short of it; but practically, so 
far as complete control over price movements is concerned, 
it is cornered. Professional bears have learned in the school 
of hard knocks not to trespass on such strictly private 
property; but inexperienced cubs will persist in feeling 
for the top, only to be knocked off again and again with 
bruises and broken bones before they succeed in plucking 
the coveted fruit. a 

When a novice sees a stock drop fifty points in a few 
days it looks as though it should have been easy to make 
money by selling it short. 
We have spoken of the 





position. A simple ex- 
ample will make this 
clear. Suppose that a 
trader undertakes to profit 
by both up and down 
movements in a stock that 
swings regularly for 
awhile between 60 and 
80, his unit of trading 
being 100 shares. Assume 
further that there is a 
uniform margin on all 
trades amounting to 30% 
of market price. The 
margin employed in a 
purchase of 100 shares at 
60 would thus be only 
$1,800, whereas it would 
tie up $2,400 in working 
capital to go short of 100 
shares at 80. If it takes 
three months for the stock 








difficulty in picking the 
top of such specialties; 
but, granting for a mo- 
ment that you are clever 
or lucky enough to do so, 
then comes an_ insur- 
mountable and extremely 
vexing obstacle. Likely as 
not your broker will at 
that psychological moment 
accept trades in the stock 
only for cash, and this 
means that you cannot go 
short of it at all. The 
reason for prohibiting 
short trades in stocks that 
are practically, even 
though not technically, 
cornered is the danger 
that it may not be pos- 
sible to borrow the stock 








to advance 20 points 
(from 60 to 80), but only 
half of that time to fall 
back 20 points, the annual 
rate of profit on the respective amounts of trading capital 
involved would be (disregarding charges) 444% on long 
trades and 667% on short trades. Assuming now that 
the same amount of capital is employed in long trades as 
on the short side (which can be arranged by carrying 33% 
more shares on the long trades), and bearing in mind that 
the average long trade would be carried twice as long as 
a short trade, we must now modify our original statement 
and say that the trader who cannot bring himself to sell 
short misses about 43% (not half) of the opportunities 
for profit. 

Short selling is not such a short cut to fortune, however, 
as the foregoing recital might lead one to suppose. The 
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for delivery. If you are 
going to sell short, pick 


Horseshoe Type of Trading Post in the Stock Exchange py SORE GREET 


number of shares out- 

standing is so large that the floating supply can not be 
gathered in easily by any one group of market operators. 
Aside from the difficulty of selecting the right stock to 
sell, there is the ever-present danger of too much company 
on the short side. Bulls like company; but a bear prefers 
to play a lone game. The more people buy a stock the 
higher it goes, whereas the existence of a big short in- 
terest is likely to become a source of great strength in 
a stock’s technical condition. This is especially true of 
stocks whose floating supply is largely under pool control. 
Suppose, for example, that the pool controls all but 
30,000 shares of a stock’s floating supply, and that traders 

(Please turn to page 738) 
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Is It Possible to Control the 
Business Cycle? 


The Present Situation Suggests That the Way to 
Avoid Depression Is to Attack the Preceding Boom 


Editor, Readers’ Forum: 


Economists have theorized for decades about the business cycle and prior to the disasterous happenings 


of the autumn of 1929 most of us thought they knew what they were talking about. 


Before the stock 


market crash shattered a dream of speculative paradise it was easy to believe that the business cycle had 
been abolished, particularly since this appeared to be the confident view of so many business men, bankers, 
economists and high Government officials who were presumed to know more about it than the layman. Of 
what value is the cycle theory if the greatest depression ever known finds not only the public but the great 
majority of our so-called leaders serenely unconscious of the real situation? It is easy to charge politicians 
with a lack of economic wisdom but what practical, constructive effort or suggestion has yet come from our 
business giants or economists? Are we to be forever creatures of economic circumstance or is some measure 


of economic control possible? 


to fluctuate in irregular cycles, swinging from a point 

below the theoretically computed normal to a point 
well above it and back again, giving us an apparently end- 
less transition from good times to bad and vice versa. It 
is obvious now that too much reliance was placed upon the 
generally high level of prosperity which prevailed for ap- 
proximately five years before the collapse of the stock mar- 
ket. This unfortunately lulled many even experienced busi- 
ness men into a false sense of security. The cycle had not 
been abolished. We had not, as many thought, attained 
an economic control which tended to level out the peaks 
and valleys of business. In avoiding major correction for 
five years we merely made necessary, and paved the way 
for, deeper readjustment. Whether this disturbing sequence 
of events is a necessary and unavoidable part of the capital- 
istic system, which rests upon the competition of private 
initiative, is a question to which one hesitates attempting 
an answer. It may be that the future will yield a solution 
but certainly none is now in sight. 


\ LL human history teaches plainly that business tends 


Artificial Cures Appear to Be Futile 


In the present situation many remedial suggestions have 
have been advanced but none appears to be practical. The 
difficulty is so deep-seated that business seems to be the 
victim, rather than the master, of its destiny. Feeble, arti- 
ficial cures or short-cuts to returning prosperity are futile. 
Beyond the unfortunate experiment of buying wheat and 
cotton with public money, the Government's constructive 
program consisted merely of urging business to sit tight, 
maintaining the 1929 status quo as far as possible. As the 
above letter points out, business itself has been equally 
lacking in any remedial program of constructive value. 
Prominent executives have aired their views extensively, 
although sometimes not as frankly as the situation would 
seem to demand, but the net result appears to be a con- 
sensus that nature must take its course, that any organized, 
artificial effort to alter the business trend is impractical, if 
not highly dangerous. 

The fact is that we know very little about the business 


728 


Sincerely yours, 


ee 2 


cycle, except that it occurs. Since a depression such as the 
present invariably follows a period of good times, however, 
it is logical to seek for the causes of depression not in con- 
ditions of economic adversity but in the preceding prosper- 
ity. It was in the setting of the five years of prosperity 
from 1925 to 1929 that depression took root. In all of the 
advice which has been given no utterance matches in prac: 
tical sanity that of the banker who said that the way to 
fight depression is to “sit on the bulge” which precedes it. 
From this soundly-based point of view, the real enemy to 
be guarded against is boom prosperity and a roaring bull 
market. Yet it is human nature to welcome soaring stock 
prices and intense industrial activity. A good case can be 
made out for the argument that we are paying an accu- 
mulated, and perhaps unnecessarily severe, penalty which 
should have been paid previously in saner installments. 
After the good years of 1925 and 1926 a major business 
correction appeared to be on the cards in 1927. The coun- 
try, congratulated itself on the mildness of that reaction and 
the.stock market virtually ignored it. The Federal Reserve 
System opposed it with a policy of artificially easy money. 
It was then, in the opinion of many economists, that the 
germ of a record-breaking inflation was laid. If there had 
been a somewhat deeper depression at that time, perhaps 
comparable to the reaction of 1924 and permitting com 
modity prices to seek their natural lower level, it is reason- 
able to believe that the expansion of 1928 and 1929 would 
have been more moderate and the present readjustment cor 
respondingly less severe. ; 


Applying the Brakes Too Late 


It was unfortunate that the boom attained maximum 
proportions at the time of a national election for politicians 
obviously cannot be expected to take the unpopular step of 
“sitting on the bulge.” The Reserve Board, as is now 
widely recognized, applied the brakes too late. Business 
men too long placed reliance in dangerous schemes of price 
control and matters were made still worse by the campaign 
of mental resistance to depression late in 1929 and in the 

(Please turn to page 738) 
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Low Margin Requirements are a 
Favorable Indication 


Broker Loan Policies of the Banks Reflect an Expert 


Belief That Speculative 


Editor, Readers’ Forum: 


I recently purchased a small lot of stock for investment but left 
it temporarily “on margin” with the plan of completing payment 
within a few weeks. The broker, to my surprise, wanted only 
20% margin, thus requiring me to put up only $6 a share on a 
stock selling for $30. It is my belief that many stocks are 
thoroughly deflated but even in a sold-out market I am unable 
to understand how anyone can consider a 6-point margin as safe. 
The broker’s requirement, of course, reflected the margin policy of 
his bank. I understand that the banks are inclined to be liberal. 
Has their loaning policy in the past thrown much light on the 
market outlook?—W. W. L. 


We are inclined to agree with your doubt as to the essen- 
tial safety of a 20% margin, even in a dull and apparently 
deflated market. The only absolute factor of safety, of 
course, in any margin transaction is the buyer’s ability 
to “take up” the stock by paying his debit balance. The 
practices of brokers and banks in fixing margin require- 
ments, if interpreted with prudence, might possibly be of 
material aid in shaping the judgment of either investor 
or speculator but is certainly not an infallible guide. Gen- 
erally, speaking, margin requirements go up and come 
down with the market. A high margin requirement on a 
particular stock or a high general level of margin require- 
ments reflects an experienced financial judgment that the 
situation is inherently dangerous. The high margins de- 
manded in 1929 constituted a warning which was generally 
ignored. Present low margins reflect a view of banks that 
speculative dangers now are minimized. This view is prob- 
ably correct, simply on the basis of the tremendous defla- 
tion already accomplished, but it offers no guidance what- 
ever as to the timing of the next upturn. 


Selling Against the Box 


Editcr, Readers’ Forum: 


Published accounts of the day-to-day movements of the stock 
market seldom seem to agree as to the size and importance of the 
short interest. One commentator will speak of a reaction being 
brought about by professional traders “hammering” pivotal stocks 
while another will describe the selling as liquidation. Is there 
any basis of faci on which the truth can be ascertained? I would 
appreciate it also if you would explain the meaning of the term 
selling against the box.”—T. J. O. 


The actual short position can be ascertained at any given 
time only by the New York Stock Exchange ordering all 
member firms to reveal their position. An investigation of 
this kind revealed that short selling had very little to do 
with the stock crash of 1929. The importance of the 
present short interest is wholly conjectural, which accounts 
for wide differences of opinion in newspaper accounts of 
market developments. Such opinions necessarily are shaped 
by the observer’s own impression of the action of popular 
trading issues and by such information as can be had from 
individual brokers, whose views obviously reflect knowl- 
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Dangers Are Lessened 


edge of the character of the business being transacted by 
their own firms. The practice of “selling against the 
box” is fairly common among some large investors and in 
itself constitutes one of the difficulties of generalizing about 
the short position. Let us suppose, for example, that an 
individual owns 10,000 shares of United States Steel, fears 
that the market will decline extensively and wishes to pro- 
tect himself against additional depreciation. He may either 
take his stock from his safety deposit box and sell it or he 
may go short 10,000 shares of Steel. In the latter event his 
operation differs greatly from an ordinary short sale for 
the reason that he does not have to buy stock in the market 
to cover his commitment, already having the stock on hand. 
Such sales obviously have the same effect upon the market 
as outright liquidation. 


Real Volume Not Shown 


Editor, Readers’ Forum: 

My understanding is that odd-lot transactions on the floor of the 
Stock Exchange are not fully recorded on the tape, with the re- 
sult that the daily newspaper reports of the volume of trading on 
a particular day indicate a total well under the business actually 
transacted. I know that thousands of persons, including myself 
habitually think of stock transactions in terms of odd-lots. Can 
you give me some idea of the relative importance of this class of 
stock trading?—R. G. 

The essential purpose of the stock ticker is to report 
current open market prices and its record of the number 
of shares involved in individual transactions is merely in- 
cidental. The mechanical limitations are such that all 
transactions cannot be recorded. The Exchange, therefore, 
follows the principle of recording only transactions arrived 
at in open market bidding. The chief classes of omitted 
transactions are “stopped stock” and odd-lots, for every 
such transaction is based on the market price of the nexf 
full lot dealt in. It is estimated that the volume of odd 
lots constitute approximately 30% of share sales reportea 
on the tape, although the full lot dealings undertaken by 
odd-lot brokers naturally reflect the aggregate buying and 
selling of odd-lot traders. Stopped stock transactions, 
which are private purchases or sales between brokers at 
the price of the next open market transaction, are estimated 
to amount to from 5 to:10% of a day’s business. Thus, 
when it is reported that a session’s turnover amounted to 
3,000,000 shares, the actual total of shares sold would prob- 
ably be somewhere between 4,150,000 and 4,300,000. The 
omission is not of much importance for such evidence as 
volume supplies to the trader regarding the character of 
the market’s movement can be had from the record of 
ordinary full lot transactions, with interest usually concen- 
trated on the trend and activity of a dozen leading issues. 
In a general way the trend of odd-lot dealings will follow 
the course of the active leaders. 
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Business Registers Few Gains 





CHEMICALS 











Little Further Recession Expected 


With the exception of the fertilizer 
division, the chemical industry made a 
relatively good showing until the pres- 
ent depression had been under way for 
about a year. During the latter part 
of 1930, however, a severe recession in 
volume took place and this was fol- 
lowed by an epidemic of price cutting, 
which has only lately shown signs of 
levelling out. At the present time, ow- 
ing to the smaller volume and the 
lower prices the chemical industry can- 
not be considered a particularly pros- 
perous one. It must be remembered, 
however, that it caters to every other 
industry and it is hardly conceivable 
that the general industrial activity of 
the country can recede much further. 
If this be so and assuming that the 
chemical manufacturers do not cut 
their own throats, it would seem that 
the industry's profits must now 

(Please turn to page 746) 











COMMODITIES* 
(See footnote for Grades and Units of 
Measure) 
High Low Last* 
CRD: i nasaces $0.01% $0.0154 $0.015% 
Steel (2) ....... 0.01% 0.015% 0.01% 
Pig Iron (8).... 17,00 15.50 15.75 
Copper (4) ..... 0.10% 0.07% 0.07% 
BORE: 16) cnccce 0.05% 0.03% 0.04% 
Petroleum (6) 0.81 0.14 0.54 
Tae! ocessse 1.40 1.45 
Cotton (8) ..... 0.11 0.06% 0.06% 
Wheat (9) ..... 0.39 0.50 
Gorm (10) ...... 0.68% 0.40% 0.44% 
Megs. (22) ..00.. 25 138,00 19.50 
Steers (12) ..... 17.00 11.00 14.50 
Coffee (18) .... 0.10 0.07% 0.08% 
Rubber (14) .... 0.085% 0.05 0.05% 
Wool (15) ..... 0.72 0.60 0.62% 
Sugar (16) ..... 0.08% 0.08%  0,03% 
Paper (17) ..... 62.00 57.00 57.00 
Lumber 18) ... 17.67 14,19 14.34 
*Sept. 14, 1981. 


(1) Sheets, Pitsburgh, cents per Ib..(2) 
Bars, Pittsburgh, cents per Ib. (8) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per Ib. (5) Pig (N. Y.) c. per Ib, (6) 
Kan., Okla., 32-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, $ per ton. (8) 
Middling (Galv.) cents per lb. (9) No. 2, 


No. $8 Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 Ib. (N. ¥.) $ per 100 Ib. 
(12) 650-700 Ib. (N, X.) $ per Ib. (18) 
Santos, No. 4 (N. Y.) c. per Ib. (14) 
Smoked Sheets (N. Y.), cents per Ib. (15) 
Fine staple, clean (Boston), cents Bag Tb. 
(16) Cuban raw 96 deg. deliv. (N. Y.), 
cents per Ib. (17) News Rolls (N. Y¥.), 
|. $ +e (18) Yellow pine boards, f. o. b. 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Further decline in iron and steel production has taken place, 


the ratio of ingot output to capacity dropping to 30 per cent, com- 
pared with 31/2 per cent for the preceding week. The present 
rate of production is the lowest since December, 1921, and the 
expectation on the part of the trade is that the seasonal upturn 
during the autumn months will fall materially short of normal. 
Scrap prices are stronger, while those for finished steel show little 
change. Railroad demand is poor, only replacement orders being 
let. Structural steel awards have dropped sharply but the needs 
of the automobile and machine tool businesses remain steady at the 
present low ebb. 


COPPER—Last week commenced as one of the dullest of the year in 


the copper market with producers holding out for 734 cents a 
pound and domestic buyers clinging to bids of 7/2 cents. Later, 
however, as the buyers achieved their object, greater activity was 
seen. Meanwhile production continues to surpass consumption at 
the rate of 40,000,000 pounds a month with the result that surplus 
stocks steadily mount. The only solution of the troubles of the 
industry appears to lie in sharp contraction of output but this 
appears far from easily carried out. 


ZINC—Stocks on hand have declined for five successive months and 


although demand is slack at present the recent large decrease in 
production has resulted in a firm price basis. The present quota- 
tion at East St. Louis is 3.80 cents a pound, only slightly below the 
year’s high. Following the low price of 3.20 cents a pound reached 
earlier this year, principal zinc producers began to control their 
output and the results are now evident. 


PETROLEUM—Rigid regulation of East. Texas production has been 


relaxed and the Governor has authorized a new proration schedule 
calling for a maximum daily output of 225 barrels from each well. 
This action has resulted in oil production holding at about the 
levels of last week but the probability is that it will gradually in- 
crease. Crude prices remain steady and the larger refiners have 
shown little disposition to cut gasoline prices. Oklahoma is severely 
ene of the East Texas resumption and retaliation has been sug- 
gested. 


COAL—Bituminous production still exceeds demand and stocks are 


increasing although prices remain stable. The demand from industry 
and the railroads is very slack and the near term outlook poor. On 
the other hand, the demand for anthracite is being maintained and 
shortly there should be a seasonal gain as large apartment house 
and other buyers show a willingness to lay in supplies. There has 
been no change in price since the minor advance made on Sep- 
tember 1. 


COTTON—There was further weakness in the cotton market last week, 


October futures touching 6.50 cents a pound at New York on news 
of the increased Government crop estimate which accentuated the 
pessimism prevailing in cotton trade circles. Five southern cotton 
states have declared themselves willing to legislate for drastic re- 
duction in next year’s crop if Texas will adopt a measure similar 
to the bill passed recently in Louisiana calling for elimination of 
any planting next year. Moreover, Government officials and Farm 
Board members are seriously considering calling a world cotton con- 
ference to evolve measures for production control during the com- 


ing crop year. 
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1980 Indexes 1931 Indexes 
Number of Group r A ~ 
Close High Low Issues High Low Sept. 5 Sept. 12 
62.2 140. 59.9 405 COMBINED AVERAGE ...... 844 49.2 53.0  49,.2* 
112.0 405.5 105.7 5 Agricultural Implements ..... 142.4 48,4 51.7 48.4* 
88.5 272.0 85.6 8 Amusement .........++0- se000 Sane 62.0 70.3 65.8 
47.8 118. 46.2 22 Automobile Accesories ....... 76.9 39.2 44.0 39,2 
25.5 784 246 20 Automobiles ....cccscccccece 37.0 16.5 18.6 16.5* 
39.9 35.4 4 Aviation (1927 Cl.—100) cocce 74.2 39.9 46.9 44.9 
23.8 742 23.8 8 Baking (1926 — een'ese 38.4 16.7 19.0 16,7* 
185.5 248.1 179.6 RB Bisewle .crccccccccere eccccces S198 1566.0 165.9 159.0f 
128.6 262.7 123.5 5 — Machines. comeetees e. 168.2 93.0 99.8 93,0* 
157.0 226.0 151.8 a Re cree 188.5 138.0 140.1 188,07 
126.0 248.5 124.3 8 hemica PSs. Sviceseees 157.8 96.2 114.8 107.3 
85.4 107.9 34.4 D GORE) a ciscceccncnccetnvess 71.8 32.8 86.0  32,8* 
48.3 121.8 46.2 22 Gianeouiten & Bldg. Mat. 13.7 34.6 $7.4 $4.6* 
70.4 211.7 67.0 12 Copper ..ccccoceee vache eee «©6984 49.2 62.3  49.2* 
83.0 125.1 80.7 2 Dairy Products 98.0 64.1 68.6 64.1T 
21.5 651.6 20.4 9 Department Stores . 30.2 19.1 21.3 19,1* 
83.0 142.0 179.4 8 Drugs & Toilet Articles. 120.4 716.7 81.8 6.7¢ 
115.8 239.1 114.9 8 Electric Apparatus ... 149.3 81.9 89.4 81,9* 
148 6544 18.7 4 Fertilizers ..... 21.5 8.9 9.5 8.9* 
77.6 148.4 68.5 2 Finance Compani 91.3 59.0 65.7 59.0* 
64.4 93.5 62.1 q ‘ood 80.1 60.2 64.5 60.2* 
50.8 124.6 60.0 4 Food Stores 2c .cccccevcs . 83.0 50.3 70.0 67.2 
$1.6 119.2 30.1 4 Furniture & Floor Covering.... 51.7 31.6 38.0 38.3 
29.9 98.6 28,6 7 Household Equipment ........ 45.5 28.0 29.5 28.0* 
61.0 184.9 58.9 10 Investment Trusts .......... - 89.5 42.0 46.0 42.0* 
52.3 170.0 651.5 8 Mall Order. .cccccccescsccccce 96.3 52.3 71.7 62,1 
52.4 142.5 60.9 39 Petroleum & Natural Gas.. 69,2 $7.6 43.7 40.5 
$7.2 175.2 36.8 8 Phono. & Radio (1987—100) . . 68.8 30.9 $3.9  $0.9* 
150.4 806.0 141.1 20 Public Utilities ............. 196.8 127.9 188.9 127.9* 
57.8 115.4 55, 10 oo wine Equipment ...... 73.1 37.4 40.3 $7.4* 
69.8 144.5 67.1 33 cao 0:0:0:6:6.0:0 9c a suced 88.4 41.6 46.0 41.6* 
81.9 168.1 78.9 8 Restaurant en eee 100.7 66.2 68.6 2% 
28.9 88.8 28.9 ee a 38.0 15.9 16.3 15.9* 
160.4 246.5 150.8 2 Bott Trak: (1926—100) ...... 188.4 135.0 149.5 135,0* 
63.5 146.5 61.4 13 DiGEL B THB) civic cc ccccsccccese 92.3 49.0 51.9 49.0* 
12.9 45.1 12.3 6 Sugar ...... Spuaee duces sess Se 10.6 12.9 11.7 
170.3 268.7 163.0 2 BRON ssc rrerberiecégececases 218.0 124.6 17° 124,6* 
97.4 177.2 92.6 3 Telephone & Telegraph ...... 182.4 88.5 3 88.5* 
23.7 70.5 21,1 6 IRSA ee 46.0 23.3 25.5 fs 4 
10.9 39.0 10.9 7 Tires & Rubber ......cc.ce- 0 15.8 8.4 8.9 8.4* 
59.38 107.3 57.5 9 TRGRNOE Soi ccecsccughebaes te 18.6 59.3 69.2 65.5 
67.2 108.56 63.2 5 TRMMOI..  cictdin aboesieegus adegs 86.1 49.0 57.2 49.0" 
68.5 88.7 66.5 2 Variety Stores ....ccscccccecs 82.0 68.5 15.9 72.6 
* New low record since 1928. + New low record since 1929. 





(An unweighted index of weekly closing prices: 


308 STOCKS—H. 166.0 1.109.2 
379 STOCKS—H.173.1 L.105.6 


40 RAILAOADS—H. 169.5 L.120.8 


39 RAILROADS —H. 148.9 L.119.5 





+t New low record this year. 
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PERSONAL SERVICE SECTIO 














Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








GOODYEAR TIRE & RUBBER CO. 


I recently read where the tire replace- 
ment business of Goodyear Tire & Rub- 
ber Co. may run ahead of last year. Will 
this make up for any decrease in sales to 
manufacturers for new cars? What is 
your judgment as to the outlook for this 
company? I am holding 250 shares at a 
small loss —A. J. G., Toledo, Ohio. 


Goodyear Tire & Rubber Co. ranks 
as the largest rubber manufacturer in 
the world, operations including prac- 
tically every phase of the industry, 
from growing of rubber on its own 
plantations to the production of a wel! 
diversified line of rubber goods. Ob- 
viously, since by far the greater part of 
the company’s income is derived from 
tires, tubes and motor vehicle accesso- 
ries, it is not surprising to find a fall- 
ing off of earnings in reflection of re- 
duced activity in the automotive in- 
dustry. Moreover, the sharp decline in 
prices for raw materials necessitated 
substantial inventory write-downs dur- 
ing the first half of this year. Thus 
operating results of $1.06 a common 
share reported for the six months 
ended June 30, 1931, against $2.02 a 
share registered in the corresponding 
period of last year, should not be re- 
garded as entirely unfavorable. More- 
over, a recent favorable indication has 
been the improved tone of replacement 
buying, which promises during the next 
six months to exceed that of a year ago. 
While little improvement can be ex- 
pected during the early future in the 
original equipment business, further 
operating economies to be effected dur- 
ing the next six months, coupled with 
the prospect that drastic inventory 
write-offs will not be necessary at the 
year-end, should allow a better show- 


ing during the balance of the year. As 
of June 30, last, cash and government 
securities alone amounted to about two 
and one-half times total current lia- 
bilities, while the ratio of current assets 
to current liabilities was 6.9 to 1. In 
our opinion, needless liquidation of the 
shares at current prices would repre- 
sent an unwarranted sacrifice aid ad- 
vise against such action. 


RADIO-KEITH-ORPHEUM CORP. 


Do you see any signs of improvement in 
the motion picture field? I am holding 
300 shares of Radio-Keith-Orpheum Corp. 
Do vou believe that the outlook warrants 
holding? If I sell now it would mean a 
— loss—L. A. F., Fall River, 

ass. 


Radio-Keith-Orpheum Corp. re- 
ported net income for the six months 
ended June 30, 1931, of $583,664, 
equal after subsidiary preferred divi- 
dends, to $0.25 a share on 2,328,250 
no par shares of class “A” stock, com- 
pared with net of $1,764,644, or $0.76 
a share for the initial half of 1930 on 
the same basis. In the June quarter of 
the current year operations resulted in 
a deficit of $429,554. The decline in 
earnings is attributable to the sharp 
falling off of attendance in theaters, al- 
though the decline in attendance of the 
company’s own theaters was compara- 
tively small. However, operating 
economies in the production division to 
be effected during the next six months, 
coupled with a seasonal upturn in busi- 
ness during the fourth quarter, should 
find reflection in greatly improved 
earnings for the final half. Moreover, 
from the long term standpoint, Radio- 


Keith is in a unique position to sub- 
stantially augment its earning power 
during ensuing years. The company is 
closely allied with Radio Corp. of 
America, General Electric Corp., and 
Westinghouse Electric & Mfg. Corp., 
and stands to benefit from any new de- 
velopments relating to the production 
of sound pictures which may be per- 
fected by these companies. It is with 
these salient and important factors in 
mind that we advise present stockhold- 
ers to exercise patience in order to ob- 
tain greatest benefits from their com- 
mitments, although we would point out 
that such action necessarily involves 
certain speculative risks. 





LEHN & FINK PRODUCTS Co. 


Do you think Lehn & Fink will ever 
again sell at its 1929 prices? I have 200 
shares purchased at prices considerably 
above the present market and in view of 
steadily decreasing earnings, I am of the 
opinion to sell and take my loss. Will 
you please give me your judgment?—F, 
R. M., Fairmont, W. Va. 


The Lehn & Fink Products Co.'s 
principal products are “Lysol,” “Pe- 
beco,” “Hinds” and “Dorothy Gray,” 
while a new antiseptic called “L-F,” 
introduced early this year is expected 
to add to the profits of the company. 
The earnings trend of Lehn & Fink 
Products Co. has been downward since 
1926. This is likely due to the com- 
pany’s system of distributing advertis- 
ing expenditures, which represent the 
major part of the cost of operations. 
In 1930, the company earned $4.07 a 
share, as compared with $4.10 in 1929. 
This was a relatively favorable show- 
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ing. However, in the first half of the 
current year, earning totalled $777,300, 
or $1.85 a share, against $918,383, or 
$2.19 a share in the similar half of 
1930. It now appears that the regular 
annual $3 dividend will not be covered 
by any wide margin by 1931 earnings, 
and consequently there is a degree of 
uncertainty over this disbursement. 
The high yield now offered indicates 
the measure of speculative risk involved. 
Current sales are understood to be run- 
ning behind the rate of a year earlier 
and improved earnings do not appear 
to be in early prospect. The situation 
is one which will bear close watching 
and the shares should be held only by 
those in position to assume a specula- 
tive risk. 


GENERAL AMERICAN TANK 
CAR CORP. 


I have 350 shares of General American 
Tank Car Corp. which now average about 
$70. The market action of this stock has 
been most disappointing to me. Is there 
anything fundamentally wrong that keeps 
it so close to its low for the past two 
years? Is the dividend safe? Do you ad- 
vise to hold for a change in the business 
outlook?—P. J. S., Irvington, N. J 


Operations of General American 
Tank Car Corp. are divided into two 
sections, namely—the manufacture of 
all kinds and types of cars, such as 
tank, box, gondola and flat cars, and 
the leasing’ of tank and refrigerator 
cars for the transmission of milk, 
chemicals, fruits, meat and oil. In re- 
cent years the company has more or 
less concentrated leasing operations to 
the transportation of food products, 
thus successfully offsetting the increas- 
ing competition of pipe lines for the 
transportation of gasoline. In this 
connection the president of the com- 
pany issued a statement to the effect 
that less than 4% of the company’s 
cars were engaged in the long-haul 
transportation of gasoline. In_ line 
with the revised policies of the man- 
agement, the entire fleet of cars owned 
and operated by Swift & Co. was ac- 
quired for some $16,000,000 with the 
provision that General American Tank 
Car Corp. will handle the packing 
company’s transportation activities for 
a long period. Although earnings 
during the first half of 1931 were ad- 
versely affected by a falling off in 
Operations in the freight car building 
field, profits for the initial half of the 
year were substantially above dividend 
requirements for the period. Net in- 
come amounted to $3.02 a share on 
818,833 common shares outstanding 
against $4.58 per share on a smaller 
capitalization in the corresponding 


period of 1930. While we do not an- 
ticipate substantial improvement in 
Operating results during the early fu- 
ture, the strong financial position, 
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coupled with favorable long term out- 
look, suggests the advisability of main- 
taining your present position in the 
shares. The current annual dividend 
rate of $4 a share in cash, appears rea- 
sonably secure, over the medium term, 
at least. 


’ GENERAL MOTORS CORP. 


During 1928 I made a nice profit on 
General Motors. I have been considering 
buying 100 shares now for holding for 
about four months. I would appreciate 
your opinion on the matter—D. L. G.., 
Houston, Texas. 


The General Motors Corp. enjoys 
excellent diversification of products, 
with interests including motor cars and 
trucks, Delco Light, Frigidaire, Gen- 
eral Motors Radio, 50% ownership of 
Ethyl Gasoline and sizable holdings of 
the Opel Works, General Aviation 
and Bendix Aviation. However, the 
principal source of income is the auto- 
motive industry. It is reported that 
General Motors now accounts for more 
than 40% of the total automobile sales. 
Earnings in the first six months of 1931 
were equivalent to $1.83 a share, of 
which only $0.61 was earned in the 
initial quarter, as compared with $2.15 
a share in the corresponding half of 
1930. The satisfactory second quar- 
ter was due in great part to the oper- 
ating efficiency of the company as profit 
margins were the widest since the sim- 
ilar period of 1928. The automotive 
industry now is in its dull season and 
the outlook for the remainder of the 
year is not particularly promising. It 
is not likely that the dividend will be 
covered by third quarter earnings. The 
shares of General Motors represent a 
good medium for. future participation 
in the automobile industry, but we see 
no reason for hastening a new commit- 
ment during the season’s dull period. 


REPUBLIC STEEL CORP. 


I notice that Republic Steel common is 
selling at a very low level. Do you believe 
it advisable to buy now? I know that the 
company pays no dividend but thought that 
it might be a good time to buy for a turn. 
—J. S. K., Chicago, Iit. 


The Republic Steel Corp., formed as 
the result of the merger of several in- 
dependent steel units in 1930, ranks 
as the third leading producer of steel in 
this country. The company’s products 
are well diversified but the various 
plants are not well situated, geograph- 
ically, to permit as yet all the econo- 
mies of consolidation. This factor, to- 
gether with the falling off in income, 
has as yet prevented the Republic Steel 
Corp. from realizing on its potentiali- 
ties. The units making up the present 
corporation all had highly successful 


past records but the business depression 
came at a time when the Republic 
Steel Corp. was in its infancy, and con- 
sequently, operations have not yet been 
satisfactory. A deficit of $3,522,003 
was reported in 1930, while there was 
a loss of $2,784,898 in the initial half 
of the current year. A further loss is 
looked for in the final six months. No 
dividends are paid on either the pre- 
ferred or junior issues and none are 
in early prospect. While the company 
ultimately should operate on a profit- 
able basis, the outlook over the near 
term does not appear to be promising, 
and we suggest that you maintain a 
neutral attitude toward the shares 
pending a decided improvement in the 
steel industry. 


TEXAS GULF SULPHUR CO. 


Can you tell me why Texas Gulf 
Sulphur Co. does not do better market- 
wise? Its recent price is only a few points 
above its low for the year. Is there any 
danger of its sulphur deposits giving 
out? Will the new process substituting 
pyrites for sulphur affect its business? 
What is your opinion as to the safety of 
the dividend? If you will let me have this 
information it will help me decide whether 
to continue holding my stock on which I 
already have some loss—H. A. M., Salt 
Lake City, Utah. 


In reflection of lower demand for 
sulphur, earnings of Texas, Gulf Sul- 
phur Co., for the initial half of the 
current year continued the downward 
trend in evidence since the early part 
of 1930. Net income for the six 
months ended June 30, last, amounted 
to $4,388,165 before depletion, or 
$1.72 a common share; a decline 
slightly in excess of 40% from that of 
$7,452,046 or $2.93 a share for the 
corresponding period a year earlier. 
Present indications are that little im- 
provement in profits can be reasonably 
expected during final half; but current 
annual dividend rate of $3 a share will 
be covered by a fair margin, although 
full 1931 results will be considerably 
lower than those of $5.50 a share 
earned in 1930. The sulphur reserves 
owned in fee by Texas Gulf are suffi- 
cient to allow operations for the next 
four years, at least, but recent acquisi- 
tion of leasehold properties will per- 
mit continuance of the company’s 
operations for the next forty years. 
Obviously, however, operation of the 
leased properties will be less profitable, 
since the terms of the lease provide for 
an equal distribution of the profits be- 
tween Texas Gulf and the lessor, Gulf 
Oil Co., after the former has been re- 
paid the development cost thereof. The 
possibility of the more general use of 
pyrites as a substitute for sulphur 
should not seriously retard sales of 
Texas Gulf, since the high cost of ship- 
ping pyrites is not conducive to its eco- 

(Please turn to page 738) 
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Odd Lots 


A sane course, strongly advised, 
is to keep your holdings well 
diversified. 

This is especially advisable 
when business and market con- 
ditions are more or less uncer- 
tain. 

Our booklet, “Odd Lot Trad- 
ing” offers many suggestions 
for both the small and large 
investors who seek to conserve 
their capital and build up prin- 
cipal. 

Ask for booklet M.W. 492 


100 Share Lots 


John Muir&.@ 
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New York Stock Exchange 


















1931 
High Low 
aap iessacs 208% 125 
Do 108% 100% 
adantis ac Line .. 120 78 
Baltimore & 87% 87% 
Bangor & Aroostook .........+++ 90% 55 8414 50% 66% 45 
Brooklyn-Manhattan Transit .... 81% 40 18% 55% 69% 53 
“ar rrr oo 92% 162 98% 83 94y, 85% 
Cc 
Canadian Pacific’ ..........see0. 265% 185 52% 85% 45% 16% 
Chesapeake & Ohio ..........+++ 279% 160 51% 82% 46% 
Cc. M. & St. Paul & Pacific.. 447% 16 26% 4y, 8% 8% 
d HEE tn nsodbnsas*e60n e000 685, 281% 46y, 1% 15% 4% 
Chicago & Northwestern ........ 1081, 15 89% 28% 45% 19% 
Chicago, Rock Is. & Pacific...... 148% 101 125% 5Y, 94% 85% 
D 
Delaware & Hudson ............ 226 141% 181 130% 157% 107% 
Delaware, Lack. & Western .... 169% 120% 153 6914 102 40% 
E 
Belo Bi) BR. vevcccccccvvcccsccce 9314 41% 63% 22% 89% 18% 
Bho Ist ..FPb,.. cece. ceveccores 66%, 55% 67% 27 45% 21 
Do Bnd PLA, ..crcccccccccccee 63% 2 624% 26 40% 17% 
G 
Great Northern Pfd. ..........+. 128% 55% 102 51 69% 80% 
Ez 
Hudson & Manhattan ........... 58% 34% 53% 34% 441, 33% 
I 
Sines Dastral . pacscescisercece 153% 116 186% 6534 89 
Interborough Rapid Transit oFees 8% 16 39% 20% $4 16% 
Kk 
sa City Southern .......... - 108% 60 85% 34 45 21% 
BEG. “Soikpethshebeccsss ese 70% 68 70 68 64 40 
L 
Ry TIRED, ccccnsncesacccd se -. 108% 65 84% 40 61 26 
Louisville & Nashville .......... 154% 110 188% 84 111 61% 
me, ., Kansas & Texas........... 65% 27% 6654 14% 26%, 9% 
0 be SEES So 107% 938% 108% 85 33 
Missouri ~ OT) SER oat Spe 101% 46 98% 20% 42%, 14 
Dre phAkeh os obcssse0000 - 149 105 1451, 719 107 43% 
New York Central ........ oe» 256% 160 192% 105% 182%, 60% 
. ¥., Chic. & St. Louis........ 192% 110 144 13 88 19 
N. ¥., N. H. & Hartford........ 182% 80% 128% 675% 94% 47% 
Norfolk & Western ......-+00... 290 191 265 181% 217 39 
Northern Pacific .........seeeee- 118% 1bY, 97 42% 60% 2934 
P 
Pennsylvania .......... do edcoced 110 12% 865% 53 64 84%, 
Pittsburgh & W. Va... 121% 481% 86 0 
R 
WORINg. .0ssceee basesocssescsnes Bh 101% 141% 13 97% 50 
3 “ist BEE: 6600000000 pehieey 50 41% 50% 44%, 46 ed 
8 
St. Louis-San Fran...........++- 133% 101 118% 39% 62% 9 
St. Leuis- Southwestern Soap civese 116% 50 16%, 18 33% 7 
Seaboard Air Lines .........-... 21% 9% 12% % 1% 34 
Pf Sensnebe>sbecenes 41% 16% 28 Y% 2% % 
Southern Pacific ..........-.000. 157% 105 127 88 109% 66% 
Southern Railway ....+....+.--» 162% 109 136% 461% 65% 20% 
da . pihbsbens Sakae 100 93 101 6 83 40 
Texas & Pacific...........+ os 181 115 145 85 100 55 
_ ° aad Sc eeESS hens Saoe ss 5% 200 242% 166%, 205% 181% 
Sckceewaebeee teibtg pes 85%, 80 883, 82% 87 82% 
Ww : 
er errr rire errr 81% 40 67% 11% 26 1% 
DD FOR BD. icccscdvevescceces 104% 82 89% 39 51 19 
Western Maryland ........... so 10 36 10 19% 9 
OG MR EL, Mone sscsaesecees 53% 14% 38 11% 20 9% 
Western Pacific ........+. s ike oi 41% 15 30% 1% 14% a 
De ae, *eskanee Se hy es 67% 37, 531, 23 31% 10% 
1929 1980 1981 
A 
A High Low High Low igh Low 
Adams Express ...........+-++ - 20 37% 144% 231% 11% 
Dip “Metustion, Tes.” .....ccecess 77 156% 87% 109% 10% 
Allegheny Corp. .......+-.. eseee 56% 17 35% 5% 12% 4% 
Allied Chemical & Dye...... os.. 884% 197 343 170% 182% 102% 
Allis Chalmers Mfg.........+... 16% 85% 68 31% 42% 18% 
Amer, Brake Shoe & Fadry....... 62 401, 5455 80 88 25% 
American Can ............+ -. 184% 86 156% 104% 129% 87% 
Amer. Car & Fdy...... 106% 15 82, 244% 38%, 18% 
Amer. & Foreign Power.. 199% 50 101% 25 51% 21% 
American Ice ........... 54 29 41% 2414 315% 16% 
Amer. International Corp. 96%, 291% 55% 16 26 9% 
Amer. Mchy. & Foundry.. «+. 279% 142 45 293%, 43% 28 
Amer. Power & Light...... «+. 176% 6444 119% 361% 64% 80% 
Amer. Radiator & 8. 8........... 55% 28 3934 15 91% 11% 
Amer, Rolling Mill.............. 1445, 60 100% 28 37% 15% 
Amer. Smelting & Refining... 190% 62 79% 87% 58% 24% 
Amer. Steel Foundries........... 19% 35% 521, 23% 31% 11% 
American Stores ..........+.+.- ‘ 55% 3614 48%, 37 
Amer. Sugar Refining ..........- 94 56 69% 39% 60 42 
Amer. Tel, & Tel...... eseenee -. 810 193% 274% 170% 201% 156% 
Amer. Tobacco Com i+ aponh <akic 160 127 98% 128% 98% 
Amer. Water Works & Elec..... 199 124% 47% 80% 40% 
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INDUSTRIALS AND MISCELLANEOUS (Continued ) 











1929 1930 1931 Last Div’d 
e A LL ——_————_— «=——— _ Bale § Per 
A High Low High Low High Low 9/9/81 Share 
aconda Copper Mining ....... 140 67% 81% 25 434% 18% 22% 1% 
amold-Constable sina 40% 6% 18% 8% 9 3% 5 ree 
ieee, Dey GOONk ..... 0500060 10% 25 50% 19 29% 16% 16% 2% 
Atlantic, Gulf & W. I, 8.8. Line 86% 32% 80% 83 39 18 18 ee 
Atlantic Refining .......+....++. vu h/ 30 51% 16% 23% 11% 18 1 
Auburn Auto ...ceeeeeeeeeeeeees 514 120 26334 60% 295% 101% 127% 4 
B 
in Loco, Works..........- 665% 15 88 19% 27% 9% 11% in 
aera Cp Ob A 4% 0 2% me OKSOCOCHCSC‘ 
Barnsd rp. ¢ 
Beech Nut Packing ... 45 10% 46% 62 4% 46 3 
Bendix Aviation ........seseeees 25 57% 144% 25% 14% 21% 1 
Best . ergy a iseeante ete e. ee et 4] me ost : 
thlehem ee 0 a a 3 
Seka AIOMIBDM 6060650000 sien 37 69 15% 43 20% 84% 1% 
Borden Company ......-sseerees 53 90% 60% 16% 47 5455 8 
Borg-Warner ...seeeeeseeeeeeees 26 50% 15 30% 14% 171% 1 
Briggs Mfg. ...0.-+seescseeceees 63% 8% 25% 12% 22%, 8% 11% 1% 
Burroughs Adding Mach......... 96% 29 51% 18% 8214 19% 22 % 
Byers & Co. (A. M.) ...seeeeees 192% 50 112% 83% 69% 285 255 aryl 
Cc 
California Packing ...........+- 84% 63% TI 41y, 53 20% 21% 2 
Calumet & Arizona Mining....... 186% 18% 89% 28% 43% 28% 36% a 
Calumet & Hecla ..........0.+- 61% 25 88% 1% 11% 5 6 
Canada Dry Ginger Ale.......... 98% 45 15% 30% 45 Ay, 26 3 
OE a RS ors eric 467 130 362% 88% 181% 45% 48% 
Caterpillar Tractor .........+.- 61 50% 19% 22 524% 18 18% 3 
Cerro de Pasco Copper ........++ 120 52% 65% 21 30% 18% 18% 1 
Chesapeake Corp. ...--.seeee.ee 92 42% 82% 32% 54% 27% 2814 3 
PE ce cck deans ecw sapassess 15% 444, 67% 22% 88% 14% 16% ae 
SS ae errr 135 26 43 14% 25% 12% 18% 1 
AON TOD: Sie oid dss:ciscinsvie se 15444 101 191% 188% 170 138 148 1% 
Colgate-Palmolive-Peet .......... 90 40 64% 44 50% 40 41 2% 
Colorado Fuel & Iron .........++ 181, 27%, q7 18% 32% 9% 18% < 
Columbian Carbon ............4. 344 105 199 65% 111% 51% 55% 5 
Colum. Gas & Electric.......... 140 52 87 3056 455% 20% 26 2 
Commercial Credit ............+- 625, 18 403, 15% 23% 13 14% 1.60 
Commercial Solvent ............ 63 20% 88 14 21% 10% 16 
Commonwealth Southern ........ 24%, 10 20% 1% 12 6% 1, 40 
Consolidated Gas of N, Y. ...... 183%, 80% 186% 18Y% 109% 82% 88% 4 
Continental Baking Cl, A........ 90 25% 52%, 16% 30 9% 10 es 
Continental Can, Inc. .........++ 92 401%, 11% 4314 62% 40% 46 2% 
epteOree VON aden c ewes sees 47% 48 30% 1%, 12 5 8% + 
Corn Products Refining .......... 126% 70 111% 65 86% 55% 62y, 4 
Crucible Steel of Amer.......... 121% 71 985 50% 63 30% 87 es 
Malkty PRINS ice. ccccsscese 67% 36 48 38% 48% 35% 87% 4 
Curtis Publishing ....... coe ae 100 126% 85 100 66 66 4 
Curtiss Wright, Common 30% 6% 14% 1% 5% 2% 2% 
Curtiss Wright, A ............. 37% 18% 19% 8 8% 3 13% 
D 
Davison Chemical ............++ 691% 21% 485% 10 23 8 8% 
SR eae ot ee 126% 69 87% 675% 18%, 61% 12 4 
Du Pont de Nemours ........... 281 80 145% 80%, 107 71 11% 4 
E 
Eastman Kodak Co...........+. 2643, 150 255%, 142% 185% 118 183% 8 
Eaton Axle & Spring............ 183, 18 87% 11% 21% 9% 10% 1.60 
Electric Auto Lite.............. 174 50 114% 83 74% 841% 35% 6 
Elec. Power & Light............ 8654 29% 108% 843% 60% 80% 85% 1 
Elec. Storage Battery........... 104% 55 79% 47% 66 49% 50% 5 
Endicott-Johnson Corp. ......... 83%, 49% 59% 36% 45% 30 41% 8 
F 
Firestone Tire & Rubber......... 87 24% 33% 15% 21% 18 17 p 
First National Stores ........... 90 441, 61% 88% 68 41 56% 2% 
UT NMOS airs ocisccitiee 8.08% 95 83 1041, 8714 64% 20 201 1 
Oe Be a cr 1055% 19% 57% 16% 38% 115% 13 2% 
Mreoport Teras Go; .....0.55.... 54% 283, 55% 24% 48% 22 24 3 
G 
General Amer. Tank Car......... 123% "5 111% 58% 18% 52% 55% 4 
General Agphalt. oo. ...0s4606sess 943, 42% 11% 2283 47 15% 18 2 
General Electric ........es0000. 403 168% 95% 41% 54%, 36 38% 1.60 
ce eRe tr re 81% 35 61% 443, 56 43 41% 8 
RE ee een 891% 50 59% 40% 50 35 39 3 
General Motors Corp............ 91% 331% 5414 31% 48 31% 82% 8 
General Railway Signal ......... 126% 70 106%, 56 84% 40 445% 5 
General Refractories ........... 88% 50 90 39 57% 29 $2 8 
Gillette Safety Razor ..........- 148 80 106% 18 38% 15% 16 a 
Meee MUN GED Soda ixscv des oes 82 31% 4T% 29 42% 21 24% 2%, 
Goodrich Co. (B, F.) .s+-.seeees 105% 98% 58% 15% 20% 8% an So 
Goodyear Tire & Rubber........ 154% 60 96% 85% 52%, 80% 88 8 
Granby Consol, Min., Smelt. & Pr. 102% aby, 59% 12 225% 10 10% 1 
SE eae ee 82% 9% 2054 10 18% 10% 15 Me 
Great Western Sugar ........... 44 28 844 vd 11% ™M% 8% 
Gulf States Steel .............. 719 42 80 15 387% 10% 12 
zx 
Hershey Chocolate .......-...++ 143% 45 109 70 108% 8314 95 5 
Houston Oil of Texas........... 109 26 116% 29% 6814, 27 35% ph 
Hudson Motor Car ............-- 92% 33 62% 18 26 11 12% 1 
MOD MOE ORE oa. icteccdass 82 18 265% ™ 18% 5% by ae 
PERM OMOSL oc% as ackeicnensees 113 71 98 58 71 39 +87% 2% 
Inter, Business Machinos........ 255 109 197% 131 179% 117 186% é 
TS ee ae eee 102% 48 15% 49% 624, 27%, 29 4 
Inter, Harvester ...........000. 142 65 115% 45%, 60% 33% 34 2% 
Be MAtGh PUB 5.6000 gbdseees 102% 47 92 52% 18% 89%, 40Y, 4 
Ce eee rae 12% 25 44% 12% 20% 9% 11% 40 
Inter, Paper & Power “A” .... 112 57 81% 5% 10% 3% 3% 
Rey DOL, A ad, os no fh ieoe es 149% 58 17% 17% 38% 8% 24y, 2 
Bf 
LIOR 5) asFe brass ccdganes ss 84, 45 66% 37 57% 36% 40 4 
WORPMANVING i.sceccecc'ssesces 242%, 90 148% 48% 80% 40% 41% 3 
EK 
Kennecott Copper .......+.- sees 108% 49% 62% 20% 81% 14% 16% 1 
Kresge Co. (8, 8.) ...ccceceees . 81% 28. 86% 26% 29% 25 26% 1.60 
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New High Record 








34% Profit Sharing 
51% Interest 








With the payment 
on August 31, 
1931, of the semi- 
annual profit shar- 
ing of 2%, original holders of the 6% 
Profit Sharing Bonds of CREDIT SER- 
VICE, INC., aleaderamong industrial 
banking institutions, have received 
85% on their investment — with prin- 
cipal still intact and over 16 years of 
bond interest and profit sharing ahead. 
The 6% Bonds, with corresponding Certifi- 


cates of Profit Sharing, are available at $100. A 
customer market is maintained. 


Mail coupon now for information. 


CREDIT SERVICE 
ASSOCIATES, Inc. 











Graybar Bldg. New York 
NAME 
ADDRESS 

M.W.-9-19-31 
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HOME STUDY COURSES 


INVESTMENTS 


LEG 

VERYONE who invests or advises 

about investments should know well 
the underlying principles that govern 
the issuance of securities of all types. He 
should know where and how to get re- 
liable information about any individual 
security, and how to evaluate it. 


oS ab 
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The large or small investor, as well as 
the banker, broker or business execu- 
tive, will find in the Columbia “‘Invest- 
ments” course information that is essen- 
tial to intelligent use of funds. “Invest- 
ments” is valuable to people even of 
wide practical experience. The infor- 
mation it contains should be mastered 
by everyone who directly or indirectly 
influences the investment of money. 


We shall be glad to send full informa- 
tion upon request. 








CoLuMBIA UNIVERSITY, Home Study Department, 
New York, N.Y. Please send me full infogmatioa 
about Columbia University Home Study Courses, 
l am interested in the following subjects: 

Mag. W, 8. 9-19-81 
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THE BACHE REVIEW 


Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail themselves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without obligation to the cor- 
respondent. In writing please 
mention The Bache Review. 


Sent for three months, without charge 


J.§. BACHE & Co. 


Members New York Stock Exchange 








42 Broadway New York 














Comparative Analysis 
of 


Representative Common Stocks 


BOND AND PREFERRED STOCK 
INVESTMENT SUGGESTIONS 


Refer to circular 8-26-4 


MCCLAVE & CO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange ( yo 


67 Exchange Place, New York 
Telephone HAnover 2-6220 
BRANCHES 


Central Savings Bank Bldg., 2112 Bway., N. Y. 
1451 Broadway, Cor. 41 Ist St., N. ¥. 


71 a Avenue, N. Y. 
New Brunswick, N. J. 














E extend the facilities of our 

organization to those desiring 

information or reports on companies 
with which we are identified. 


Electric Bond and 
Share Company 


Two Rector Street 
New York 





The 
NATIONAL GROUP 


e 
NATIONAL 
ELECTRIC POWER COMPANY 
NATIONAL 
PUBLIC SERVICE CORPORATION 
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AA part of the 
MIDDLE WEST UTILITIES SYSTEM 











New York Stock Exchange 
Price Range of Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 


1929 








E High 
ereerer OB Dell...o...5... 000.00 
Kroger Grocery & Baking....... 122% 

L 
Ee eer rer es 157% 
Se eae % 
Liggett & Myers Tob. B........ 106 
Liquid Oarbonic ...... «+» 118% 
Loew’s, Inc, ....... +. 84% 
Loose-Wiles Biscuit . --- 88% 
SNL. Shao Seaibss0'sss0sse0e 31% 
MR cows eciccwoseeee 114% 
ko! Se rer % 
RN ND 6565553500000 00% &2% 
Marine Midland ................ ae 
Mathieson Alkali ...........000 12% 
SN OIE «5.6 5.6050 sa00eees 108% 
McKeesport Tin Plate ......... 82 
Mont. Ward & Oo............... 156% 

N 
| 118% 
National Biscuit ............... 236% 
National Cash Register A....... 148%, 
National Dairy Prod............ 86 
National Lead ............. ‘ow 
National Power & Light... - 
North American Co. ............ 

oO 
| 55 
HNN Ko danaebdiescecssiscene 55 

P 
Pacific Gas & Electric.......... 98% 
oe Seas 146% 
Packard Motor Car ............ 82% 
Paramount Publix ......... sean Se 
gk Ee Sr eee 105% 
Phillips Petroleum ............. 47 
Prairie Oil & Gas .............. 655% 
Peaiste Pipe Tike .............. 65 
peed | ee 98 








R 
Radio Corp. of America.. ...... 114% 
au! a cekeeeews 46% 
Remington-Rand ............... 57% 
Republic Steal KBRBSD Sy 44100.0%-05 146% 
Reynolds (R. J.) Tob. Cl. B.... 66 
SEE 6.:b5600650006.0000 64 
8 
Gafeoway GBteres .....cccccceees 195% 
Sears, Roebuck & Oo............ 181 
te are 31% 
eee 188 
Sinclair Consol, Oil Corp........ 45 
Skelly Oil Corp bbaenees® sink 
So. Cal. Edison....... 
Socony-Vacuum Corp. . “ne See 
Standard Brands ........ oe» 44% 
Standard Gas & Elec. Co........ 243%, 
Standard Oil of Calif............ 81% 
Standard Oil of N. J............ 83 
Stewart-Warner Speedometer ... 17 
Stone & Webster ............... 201% 
Studebaker Corp. ............... 98 
J 
SRE NN bo ceska ides snneneses 


Texas Gulf Sulphur ............ 
Tide Water Assoc. Oil.......... 
Timken Roller Bearing 


Uv 
Underwood-Elliott-Fisher 
Union Carbide & Carbon 








United Corp. ............ 
OE ME 6kibbSssd0kc5é00000 
rare 
U. 8. Industrial Alcohol 
ee "RE > “eee 
i EE Sint sche ssi sks cases 
eS eee ae 
v. 8. py ee & Mining 
W. MMe Geen. .s. 0.5 es... 
i 
Vanadium Corp. ................ 
Ww 
Warner Brothers Pictures....... 64% 
Western Union Tel.............. 272% 
Westinghouse Air Brake........ 67% 
Westinghouse Elec. & Mf; 5% 
White Motor ......... 53% 
Woolworth Co. (F. W.) 03% 
Worthington Pump. & Mach..... 187% 
. 3 
Youngstown Sheet & Tube...... 148 


Low 


22% 
38% 


80% 
28 
80% 
40 
32 
39% 
144% 





1930 
High Low High Low 
35% 20% 27% 18 
481% 17% 35% 18 

113 10% 87% 56 
36 21 34% 22% 
114% 718% 91% 60% 
81% 39 55% 20% 
95% 41% 631, 86% 
70, 40% 54% 40% 
28% 8% 21% 11% 
88% 33% 43% 21% 
159% 81% 106% 66% 
52% 19% 27% 10% 
82% 17% 24% 18% 
51% 30% 31% 17% 
61% 27% 89 28 
8915 61 103% 63% 
49% 15% 2914 15% 
58% 21% 40% 
93 68% 83% 49% 
8314 27% 39%, 18% 
62 35 50% 26%, 
189% 114 132 85 
58% 30 44y%, 20% 
182% 57% 90% 56% 
80% 48% 58% 31% 
38% 9% 16% 6% 
714% 40% 54% 38 
107% 46 691% 48% 
23% M% 11% 5% 
11% 84% 50% 195% 
80 % % m3 
44%, 11% 16% 4%, 
54 11% 20% 6% 
60 16% 26% 14% 
18% 525% 711% 56 
128% 65 96% 712 
89% 47 58% 27% 
27Y, 1% 11% 5% 
88% 36 55% 19 
69% 11% 27% 12 
50 14% 24% 11% 
46% 14% 19% 5% 
19% 10% 25% 10 
585% 40 54% 40% 
56% 36% 42% 19% 
122% 88% 69% 88% 
100% 43% 63% 44% 
25% 5% 10% 4% 
94% 11 23% 10% 
$2 9% 15% 6% 
42 10% 12% 8% 
72 40% 54% 36 
i a 21 17 
29% 14% 20% 14% 
12914 58% 88% 55% 
15 42y, 51% 81% 
84% 43% 52% 80% 
47 14% 21% - 8 
113% 87% 541% 23% 
47% 18% 26 14% 
60% 281% 36% 18 
67% 40% 55% 29% 
17% 5% 9 4 
8914 40% 59 28% 
188 49 15% 38 
106% 52% pti 
99 18% 38% 20% 
52 18% 31% 16% 
105 46% 67% 48y, 
49% 2414 87% 25% 
139% 50% 11% 2% 
38% 18% 87% 16% 
151% 25 36% 18% 
35 11 20% 10% 
36% 17% 255% 18% 
198% 184% 162% 19% 
148% 44% 16% 23% 
80% 9% 20% 4% 
210% 122% 150% 96% 
52 81% 36% 20 
201% 88% 107% 54% 
43 215% 26Y, 18% 
72% 51% i$$™7% 654% 
169 47 106% 37% 
150% 69% 78 $2 


Last 
Sale 


x 
$P 


9/9/81 Bhare 


18% 
28% 


1.61 
1 


. = 
* 8080; co 8D 
x 2 


~B. 
ses°” 


©: ~es°' : 


736 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 








1? 2) 


In 


ee oo 


8o1 


Tel 








§10% 








Securities Analyzed, Rated and 
Mentioned in This Issue 
Industrials 
Diy MROAGUCIGN o0'S< 5 Stodas thes sews 722 
Bohn Aluminum & Brass ........... 721 
Brown: SDOG HOO! wcsice ise veces Sie 738 
Burroughs Adding Machine Co....... 719 
Keeitral PLAROVEE! <0: 355.5%. vse ss sieeies 716 
Fico NBTIONAD, "oS css <s:2600s esa es 716 
Prag, INC. <.000 32.8050 00'045i9'0,6'0's15'0'0 738 
General American Tank Car Corp..... 733 
General Motors Corp.........+-.+.- 733 
Goodyear Tire & Rubber Co.......... 732 
Guaranty Trust .......ccsesscccsees 716 
Kresge Co., S. S...secccecscececeoes 738 
Kroger Grocery ....+eseeseeeeceeees 721 
Lehn & Fink Products Corp.......... 732 
REMI EtAN MOE Gacje soir a's ois ie o'pinin ols 0:0, 716 
McCrory Stores Corp. .......s-esee. 720 
Pillsbury Flour Mills, Inc........... 719 
Radio-Keith-Orpheum Corp. ......... 732 
Republic Steel Corp. ......+.-.++-e- 733 
Riaidard WPAMNGS <0 sicc:s.ssuie vedios dee 721 
Gone @ Webster, InC........00000.0500 721 
Texas Gulf Sulphur Co.............. 733 
Waldorf Systems, Inc. ............- 720 
Bonds 

Southern Pacific Co., Oregon Lines Ist 
MAP” Ae MIT ao Saakonamesunws 712 

Investment Trusts 
Commercial Investment Trust ....... 721 
Petroleum 
Socony-Vacuum Corp. ......-.eeeee- 718 
Mining 
International Nickle ......2...ceeee. 721 
Public Utilities 

Louisville Gas & Electric Co......... 718 
Reed (GONDA uc .s cases sires solses ooie 721 
United Gas Improvement ........... 721 
United Light & Power “A”.......... 714 

Important Corporation 

Meetings 

Date of 
Company Specification Meeting 
American Can Co....... Common dividend 9-29 
American Home Prod...Common dividend 9-24 
American Ice........ Pfd. and Com. divs. 9-22 


Anaconda Copper Mining Co..... Directors 9-24 
Brooklyn-Manhattan Transit..Common div. 9-21 
Byers (A. M.) & Co....... Preferred div. 9-23 
Canada Dry Ginger Ale, Inc....Com. div. 9-21 
Corn Products Refin..Pfd. and Com. divs. 9-25 
Delaware, Lack. & West. R. R..Directors 9-24 
Dixon (Joseph) Crucible Co..... Com. div. 9-21 
Eaton Axle & Spring Co..... Common div. 9-24 
Gold Dust Corp......... Common dividend 9-23 
Liquid Carbonic Corp....Common dividend 9-24 
McCrory Stores Co..... Preferred dividend 9-24 
National Distillers Prod. Corp...Com, div. 9-24 
New Jersey Zinc Co....Common dividend 4 9-80 
Northern Pacific Ry. Co..... Common div. 9-23 


Reading Company....... Common dividend 9-25 
Southern Calif, Edison Co...Common div. 9-85 
Southern Union Gas Oo......... Directors 9-29 
Telautograph Corp,...... Common dividend 9-94 


SEPTEMBER 19, 1931 





n 
all-weather 
business . . 


Any kind of weather is good 
weather in the telephone busi- 
ness. Rainy days put no damper 
on calls. More and more the 
American public is relying on 
the telephone. 

Today there is a Bell or Bell 
connecting telephone to every 
six persons, compared with one 
for every nine in 1920. Growth 
of the “telephone habit’’ is out- 
stripping the use of all other 
forms of communication. 

For the investor this means 





security behind the security. It is 
a factor that appeals strongly to 
the more than 600,000 American 
Telephone and Telegraph stock- 
holders. 

Another assurance is the careful 
management of the Bell proper- 
ties. Dividends have been paid 
continuously for fifty years. Sur- 
plus has been invested in tele- 
phone property for the protection 
of the service. 

May we send you a copy of our 
booklet, “Some Financial Facts”? ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 
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September 8, 1931 








pea — 
THEODORE GARY AND COMPANY 
: KANSAS CITY, MISSOURI 


Ninety-Third Consecutive Quarter.y Dividend 


The regular quarterly dividend for quarter ending Septem- 
ber 30, 1931 of 40c per share on the No Par Preferred Stock 
has been declared payable October 1, 1931 to stockholders 
of record as of the 16th day of September, 1931 at 3 P. M. 
The usual dividend on the Common Stock has been de- 
clared payable October 1, 
as of the 30th day of September, 1931. 

(Signed) C. A. BENNETT, 

Senior Vice-President and Treasurer. 





1931 to stockholders of record 
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Is It Possible to Control the 
the Business Cycle? 
(Continued from page 728) 








early months of 1930. This amounted 
to business and the Government stick- 
ing their respective heads ostrichlike in 
the sand. , 

The fluctuations of business consti- 
tute an automatic stabilizing process 
and it is to be doubted that for 
this we can substitute any artificial 
control. Before attempting to do 
so, which involves the tremendous 
risk of making matters worse ra 
than better, we will at least have 
to attain a much greater and more 
exact knowledge of the economic forces 
actually involved. Furthermore, more 
than the ordinary cyclical factors are 
involved in the present depression. It 
has been intensified by such factors as 
the drought of last year, political un- 
rest in many countries, fears concern- 
ing Russia and the irritating and ham- 
pering effects of tariff barriers. The 
word cycle in itself is perhaps an un- 
fortunate term. Periodic fluctuation 
does occur, but the changes habitually 
vary so much in degree and time that 
practical utilization of them by the 
average business man and investor is 
extremely difficult. 











Answers to Inquiries 
(Continued from page 733) 








nomic use. In view of the company’s 
dominating position in the industry, 
strong financial condition and moder- 
ately favorable prospects during the 
next two or three years, upon the re- 
turn of more normal business condi- 
tion, we advise against sacrificing hold- 
ings of the shares by holders able to 
assume the risks attendant to a specu- 
lative commitment. 





BROWN SHOE Co. 


I have a nice profit on 100 shares of 
Brown Shoe Co. A friend of mine ad- 
vises me to take it but it seems to me 
that if the company can do so well during 
the depression that with any change in the 
business outlook this stock should be 
worth more. Will you please give me 
your opinion?—T. M. T., Utica, N. Y 


The Brown Shoe Co. is the third 
largest shoe manufacturer, in the United 
States, operating 15 plants in addition 
to owning two distributing houses in 
St. Louis. A wide variety of shoes 
are manufactured, the better known 
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brands being “Buster Brown” for boys 
and girls, “Brownbilt” for men and 
women and “Blue Ribbon” work shoes. 
The company specializes upon popular 
priced shoes, an important factor dur- 
ing a period of curtailed public buying 
power. The majority of the company’s 
plants produce shoes which retail for 
not more than $6 a pair. Despite a 
drop of approximately 11% in sales in 
the first six months of the current fis- 
cal year, net profits of the Brown Shoe 
Co. were but 5% below earnings for 
the corresponding period of the pre- 
vious fiscal year. Earnings in the six 
months ended April 30, 1931, were 
equivalent to $1.72 a share, against 
$1.83 a year earlier. The financial po- 
sition is favorable, and only 37,297 
shares of preferred stock precede the 
common shares. The dividend was 
covered by earnings in the first half 
year, and the outlook for the company 
appears to be favorable. Provided you 
are willing to hold your shares for a 
period of six months to a year, we see 
no reason for taking your profit at this 
time. 


S. S. KRESGE CoO. 


I am greatly disappointed in the mar- 
ket action of S. S. Kresge Co. Its 
business seems to hold up very well con- 
sidering conditions and yet the stock has 
a most exceedingly narrow range for 1931. 
I have 300 shares purchased at almost the 
top for last year. Do you think it will 
pay to hold or would you advise me to sell 
now?’—R. J. D., Wilmington, N. C. 


S. S. Kresge Co. occupies the posi- 
tion of second leading enterprise in its 
field, with 663 American and 33 Cana- 
dian stores in operation at the close of 
July, 1931. In order to obtain a better 
understanding of the company, it 
should be noted that the stores are 
segregated into two divisions, namely 
—5 to 25-cent units, and 25 cents to 
$1 stores, the former substantially the 
greater revenue producer. Operations 
of the latter group have been affected 
adversely by department and specialty 
store competition, but it is the belief 
of the management that this unfavor- 
able development will be overcome 
through local advertising mediums. 
Sales for the first seven months of the 
current year have been well main- 
tained, declining only 0.4% from those 
of a year earlier. Moreover, economies 
in operations have been effected during 
the year, and it is believed that profits 
are running slightly above those of last 
year. Thus, it is not unreasonable to 
assume that net income for the full 
1931 year will moderately exceed that 
of $1.90 a common share reported for 
the twelve months ended December 31, 
1930. Balance sheet as of the close of 
last year revealed a strong financial 
condition; ratio of current assets to cur- 
rent liabilities was more than 3.6 to 1. 


Although substantial price appreciation 
for the shares is not an early prospect, 
we see no reason for disturbing present | 
commitments at this time. 


DRUG, INC. 


My broker strongly advises the purchase 
of Drug, Inc. ‘He believes in view of 
its wide diversification of products and 
ability to maintain earnings, that with any 
signs of general business improvement this 
stock may easily jump 15 to 20 points, 
What is your opinion?—H. D. O., Flint, 
Mich. 


Drug, Inc., manufactures a long list 
of proprietary medicines and toilet 
preparations, operating both in the 
wholesale and retail fields. The re- 
tailing is carried on through operation 
of about 700 Liggett stores in this coun- 
try and Canada, the Boots drug stores 
in England and about 11,000 Rexall 
units. All of the products of Drug, 
Inc., have been nationally advertised 
for so long that they are well known 
throughout the world. The essential 
nature of the business of Drug, Inc., 
and its diversification of products have 
given a large degree of stability to earn- 
ings, which was never more noticeable 
than during the present depression. In 
1930, the company earned $6.03 a 
share, against $6.35 in 1931, while in 
the first half of the current year profits 
rose to $3.04 a share, as compared 
with $3.01 in the initial six months of 
1930. The regular annual $4 dividend 
is covered by a wide margin and the 
stock appears to be selling at very at- 
tractive levels in relation to the demon- 


strated earning power of the company. 


We would approve a purchase around 
current levels for holding as a semi- 
investment, although in view of cur- 
rent market conditions, it is difficult to 
foresee such rapid price appreciation 
as your broker looks for. 








Short Selling 
(Continued from page 727) 








sell 30,000 shares short. In order to 
deliver this stock to the new bulls who 
have bought it, brokers must borrow 
30,000 shares. Should the pool refuse 
to lend any of its holdings it would be 
necessary to borrow the entire floating 
supply elsewhere, and this might be 
scattered among small speculators all 
over the country. The demand for cer’ 
tificates would thereby become so great 
that brokers would offer to advance 
money without interest on such col- 
lateral by way of inducing holders to 
lend their certificates. In such in 
stances the stock is said to be “loaning 
flat.” Occasionally the amount of 
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Wide and Rapid Fluctuations Are 
Imminent for Many Stocks 


A” unexpected dividend omission or reduction may 
readily cause many issues to decline from five to 
twenty points or more over a few days or a week. 


Maintenance of the regular dividend, however, and a 
favorable third quarter earnings report may easily create 
a sudden investment demand for certain issues resulting 
in a rout of the “shorts” and a substantial advance over a 
brief period. 


It has always been so. The final stages of a bear market 
such as we are witnessing now offer the properly guided 
trader the opportunity to make quick and substantial 
profits such as have not been open since the end of the bull 
market in October 1929. 


Why keep your capital tied up in weak or vulnera- 
ble issues and see it steadily melt away? 


Why be satisfied to let your funds remain inac- 
tive when outstanding profit opportunities are 
available? 


The trader and investor who acts now will garner the exceptional 
profits that are developing—and build up his principal awaiting the 
definite upturn. When the market is full of cross currents as at 
present it offers a multitude of opportunities and we will definitely 
and consistently recommend to you those that offer the greatest pos- 
sibilities. Expert and continuous guidance is more essential than 
ever to help you recover losses and use your present security hold- 
ings or liquid funds as the basis of a profitable campaign. 


Subscribing to THE INVESTMENT AND BusINEss Forecast of The 
Magazine of Wall Street now may readily mean thousands of dollars 
to you within the next few months. Put our corps of experts to 
work for you—let them seek out opportunities, analyze conditions, 
weigh the possibilities and—once a recommendation is made—study 
daily the action of the security until the time comes to close out the 
commitment. 





This Complete Service for Six Months Only $75 


THe INVESTMENT AND 
Bustness Forecast 
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cover a 13 months’ subscription.) 
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thereafter as described in (c). 











The Investment and Business Fore- 
cast is designed to guide you in 
steadily increasing your capital and 
income through definite and con- 
tinuous recommendations. It is a 
well-rounded service readily adapted 
to individual requirements. 


(a) Investments Mainly for Income 
but with possibilities for enhance- 
ment in value due to investor de- 
mand. Recommended and carried 
in our Bond and Preferred Stock 
departments. 


a 
(b) Investments for Income and 
Profit. Sound dividend - paying 
common stocks entitled to invest- 
ment rating, with good profit possi- 
bilities. Recommended and carried 
in our Bargain Indicator. 


(c) Speculative Investments. Low- 
priced common stocks that offer 
outstanding possibilities for price 
appreciation over a moderate period. 
Recommended and carried in our 
Unusual Opportunities. 


(d) Trading Advices through the 
intermediate swings (for the pur- 
pose of securing profits that may 
be applied to the purchase of invest- 
aS and income-producing securi- 
ties). 


You can use one or all departments. 
Telegraphic service is available on 
any one or all of the last three. 
Telegrams are confirmed by mail. 


Continuing tables showing the 
status of all recommendations ap- 
pear in our weekly editions. 


You will also be entitled to the full 
consultation privileges of our Per- 
sonal Service Department through- 
out the entire term of your 
subscription. This department on 
request will advise you what steps 
to take to keep your portfolio on a 
sound, profit-pointing basis. 


Sept. 19 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 
Cable Address: 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Fore- 
cast. I understand that I am entitled to the complete service outlined above. ($150 will 
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(Telegraph me collect the current Bargain Indicator recommendation 
and thereafter as described in ( 
Telegraph me collect the current Unusual Opportunity recommendation and 


( Telegraph me collect the current Trading Advices and thereafter as described in (d). 
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Capitalizing Ingenuity 
(Continued from page 707) 








IMPORTANT ISSUES 
Quotations as of September 10, 1931 


1981 
Price Range 
———7 Recent 
High Low Price 


118% 


Name and Dividend 
Aluminum Co. of Amer 


Amer. Commonwealth Pr-A 
(Stk. 10%) 10% 


Amer. 6% 
Amer. 35% 
Amer. & Foreign Pwr. War. 12% 
Amer. Gas Elec. (1) 

Amer. Superpower (.40) 

Assoc. Gas Elec. ‘‘A’’ (1)... 

Brazil T. L. & P. 

Central Stat. El. (10% stk.) 

Cities Service (.30) 

Cities Service Pfd. 

Commonwealth & South. War. 

Cord Corp. 

Deere & Co. 

Durant Motors 

Elec. Bond Share (6% stk.). 

Ford Mot, of Canada A (1.20) 

Ford Motors, Ltd. (.36%).... 

Fox Theatre, A 2% 2% 
Goldman Sachs T 3% @ 
Gulf Oil (1.5) 38 51% 


stock which can be borrowed is so 
small in comparison with the demand 
that brokers are even willing to pay a 
“premium” to those who will loan their 
certificates. Premiums paid on bor- 
rowed stock are always charged to the 
short seller's account. In rare in- 
stances this might amount to a large 
fraction of 1% daily. 

Bears are usually much more easily 
stampeded out of their positions than 
are the bulls. Good news, refusal of 
the stock to go down when raided, or 
difficulty in borrowing it—any one of 
these circumstances—may start a sharp 
rally as shorts scramble to cover. It is 
with this goal in mind that pools some- 
time encourage the building up of a 
short interest by letting traders “sell 
in their bag” and loaning their own 
holdings freely for awhile. When the 
time seems ripe, the pool then calls in 
its stock loans and thereby compels the 
shorts to compete against each other 
in a frenzied effort to cover stock that 
can no longer be borrowed for delivery. 

The loaning rate for stocks is not a 
reliable indication of the size of the 
short interest; because large holders of 
securities make a practice of withhold- 
ing delivery of long stock they are 
liquidating until the process is com- 
pleted. This necessitates temporary 
borrowing of certificates to settle con- 
tracts, and may create a temporary de- 
mand for stock loans of sufficient 
proportions to force down the loaning 
rate or even give rise to a premium. 
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Name and Dividend 


Hudson Bay M. & 8 
Humble Oil (2%) 
Internat. Pet. (1) 
International Utilities B 
Mid West Util. (8% stk.)... 
New Jersey Zinc (3) 
Niagara Hudson Power (.40) 
Niagara Hudson Pwr. A war. 
Ohio ‘Brass ‘‘B’’ (2) 
Pennroad Corp. (.40) 
Public Util. Holding Corp. of 
Amer. (x. war.) 
St. Regis Paper (.60) 
Selected Ind. Allot. Cfs. (5%) 71 42y, 
Standard Oil of Ind. (1).... 38% 19% 
Standard Oil of Ky. (1.60).. 28% 15% 
§tutz Motor Car 9% 
4% 
United Founders 4 
United Lt. & Pow. A (1).... 17% 


United Gas Corp 4% 
U. 8. Elec. Pwr. (w. w.)... 8% 3% 
Utility Pow. & Lt. (1.02%2).. 6% 
Woolworth (F. W.) Ltd Y, 9% 


When such long stock is eventually de- 


livered the premiums quickly vanish. 
During periods of low call money, as 
at present, flat rates and premiums on 
borrowed stock are unusually common; 
for only a small demand for stocks at 
the stock loan desk suffices to wipe out 
the normal call money charge. 


Exaggerated notions are frequently 


entertained about the size of an exist- 
ing short interest. A questionnaire 
sent out by the New York Stock Ex- 
change toward the end of the market 
crash in 1929 disclosed that the short 
interest at the close of business on 
November 12 amounted to only % of 
1% of the total market value of stocks 
then listed. This is surely not enough 
to cause the great decline in prices 
which is frequently charged to the 
bears. One wonders even how such a 
small short interest can be regarded as 
the source of market strength which is 
often credited to short covering. As 
to the latter, however, it may be ob- 
served that the bulk of the short in- 
terest is usually concentrated in a few 
market leaders and volatile specialties; 
so that the stampeding of a concen- 
trated short interest in a small group 
of stocks may lead to a sympathetic rise 
in other stocks which harbor no short 
interest. Dull markets, in which pub- 
lic interest is at a minimum and pro- 
fessional activities thus predominate. 
are especially susceptible to drives 
against the shorts. At such times the 
market is said to be “bare of stocks.” 


for Sun-Maid, which everyone imme- 
diately associates with the best of Cali. 
fornia raisins. And this reminds one, 
for some reason, that not one person 
in a dozen can tell offhand the differ. 
ence between the illustrations on the 
Dromedary date cartons and on the 
Camel cigarette packages. 

Are you going to use blue coal this 
winter? The answer given to this 
query by a few jhundred thousand 
householders will determine whether 
the plan adopted by. certain Penn- 
sylvania anthracite miners has any 
value as a business producer. The 
coal business is certainly not prosper: 
ing, nor is there anything of particular 
interest in sight for it. All over the 
country householders and __ business 
buildings are turning to oil-burners for 
heat, to gas for heating the water 
supply—and coke is making inroads 
also into the realm of home heating. 
So a coal marketing organization has 
arranged for the best anthracite it 
vends to be sprayed with a solution 
that coats every piece a bright blue, 
but does not affect its combustion or 
heating qualities. That coal is just as 
much trademarked as a tin of Camp: 
bell’s soups or one of Heinz’s 57 varie 
ties. The time may come when the 
social leaders form themselves into a 
clique and refuse to admit those who 
don’t burn blue coal—or who do; that 
depends on how this campaign 
eventuates. 

As for the coke—the Koppers 
organization maintains its own force 
of men who not only induce the house- 
holder to try out coke but send a fur. 
nace expert around to start the first 
fire and to tend the furnace from time 
to time to make sure that the fuel is 
being used properly. Koppers has 
opened a number of central offices and 
all incoming telephone calls on which 
there is a toll or long distance charge 
are received by these offices on a fe’ 
versed basis—that is the company pays 
the tolls. Metropolitan department 
stores have inaugurated the same sys 
tem. Madame who lives thirty miles 
out of town can call up and order a 
spool of thread delivered if she wishes, 
and the store will pay the 25- or 50 
cent telephone toll. That transaction 
may not pay, but Madame will very 
probably use the phone again and 
again and in the long run the profit 
on her trade and that of her neighbors 
will absorb the telephone charges. 

Returning to the fuel matter, it 
patently been up to the coal interests 
to do something for several years. One 
of the leading automatic oil heating 
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makers will now install the heater 
without an installation charge and will 
also provide the first 1,000 gallons of 
oil, free. Not only that but the in- 
stallation and cost of the system are all 
financed for you on the easy payment 
plan, a plan by the way which some 
of the coal dealers have extended to 
the householder who will order his 
entire winter supply of coal right now. 
It was the intensive use of this same 
plan of course which was used by the 
manufacturers of automatic refrigera- 
tors, radios, and the automobile to 
establish and afterwards widely ex- 
pand their businesses. Enough has 
been written of financed buying, or as 
it is colloquially styled, the partial 
payment plan. It need not be discussed 
here except to mention its continu‘ng 
popularity despite the heavy artillery 
brought to bear on it from so many 
sides. Those offering its advantages 
to today’s buyers have extended great- 
ly the period of payment, and this re- 
flects our reduced earning power as 
well. as our unwillingness to spend. It 
is now possible to pay in 18 months or 
two years; two or three years ago eight 
to twelve months was the normal 
period. There is this difference, how- 
ever. When we were all ordering 
things freely the easy payment plan was 
one of the principal lures employed by 
anxious vendors of all sorts of wares. 
Now the real effort is expended in 
stirring unwilling spenders to take suf- 
ficient interest in standard products to 
make up their minds to buy. Terms 
of payment are secondary; a sort of 
clinching argument. 

Only a few of the multiplying signs 
of intelligent salesmanship that are 
coming to the front are discussed here. 
Many of us can add dozens of instances 
to the list. Such other incidents, for 
example, as the spending by Standard 
Brands in 1930 of $3,000,000 more for 
advertising than its constituent com- 
panies had spent in the preceding year 
—and the excellent 1931 business 
traceable to this wise expenditure. It 
popularized Standard Brands in the 
housewives’ minds as “the other name” 
for three products:  Fleischman’s 
Yeast, Royal Baking Powder and 
Chase & Sanborn Coffee. The user 
of only one of the three gravitated to 
the use of the two others—that was 
the pyschological premise upon which 
the advertising appears to have rested. 

General Foods, through the practical 
value and palate appeal of the instan- 
taneous freezing process, has developed 
a demand for frozen edibles that not 
only required the education of the 
national appetite but had to be pre- 
ceded also by the removal of prejudices 
of long standing. One had to convince 
a doubting housewife that lettuce 
could be frozen and then thawed to 
its pristine crispness. A score of other 
new truths had to be put across, as the 
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You Can Buy Good Securities 


In Small or Large Lots on 
Partial Payments 


Ask for Booklet MW-6 which explains 


our plan and terms 





ODD LOT ORDERS SOLICITED 


Outright Purchase or Conservative Margins . 





James M. Leopold & Co. 


Members of New York Stock Exchange 


70 Wall Street New York 
Established 1884 
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MARKET STATISTICS 


N. ¥. Ti Dow. Jones A a de 
. ¥. Times -—Dow. Jones Avgs. tocks 
40 Bonds 30Indus. Hails © ‘High Low 


Monday, August 31 139.41 . 124.44 122.44 

Tuesday, September 1 ° 140.13 . 123.60 122.14 

Wednesday, September 2 \ . 122.83 120.05 

Thursday, September 3 } 3 s 119.73 116.85 

Friday, September 4 . z . 118.14 116,44 

Saturday, September 5 

Monday, September 7 

Tuesday, September 8 R K 3 A : 

Wednesday, September 9 79. F p . ; 2,024,010 
Thursday, September 10 ; . . . 1,518,850 
Friday, September 11 79. F i 113.49 . 1,974,370 
Saturday, September 12 } . . 112.57 761,235 


























Over-the-Counter 

















IMPORTANT ISSUES 
Quotations as of Recent Date 


Bid Asked 
Alpha Port, Cement Pfd. (7).... 105 120 
American Book Co. (7)........++ 80 85 
Amer. Dist. Teleg. (4).......... 80 85 
Y. Bo aro 111% 113% 
Amer, Manufacturing (2) ....... 20 27 
EES Gpavhsscceedscare 40 50 
Amer. Meter Co. (3)...-....++.+ 88 42 
Babcock & Wilcox (7) .....-.++. 88 93 
Bliss (E. W.) ©o., Ist Pfd. (4).. 56 60 
US Se errr 9 oe 
Bohack (H. C.) Co, 1st Pfd. (7). 100 103 
Bon Ami, B (8).......ccseccsees 30 86 
Colt Fire Arms (1%) ........++. 14 16 
Carnation Co. (1%) ......-+.++- 21 24 
2. SS errr 102% i, 
Cleveland El, Illum, Pfd. (6).... 112% 114% 
Congoleum Co. Pfd. (7)......... 100 si 
Clinchfield Goal .....ccccccsecee 2% 6 
ANGE = ae 65 15 
Crowell Publishing (3).......... 57 61 
OS he eae 104 109 
Detroit & Canada Tunnel........ % 5% 
Dixon (Jos.) Crucible (8)........ 110 120 
ge SPE eee 20 80 
Fajardo Bugar .........--....+0. 26 $1 
Franklin Rwy. Sup. (4) ........ on 42 
Gt. Atl. & Pac. Tea Pfd. (7).... 118 122 
Mierrimp-Mall Bale ....ccccccsce 30 40 
BW MIRBND iik.c 4 606s 60 0 00000800 4 7 
ie . ap ee See eee 26 29 











Bid Asked 
Hudson River Nav.........++.+- % 8 
SE), ae = 35 
Lanston Mono. (74).....-se+0++ 86 89 
Merck Co. Pfd, (8)......++-+00- 69 718 
Metropolitan Chain Stores Pfd 7 
Murphy (G. ©.) Pfd. (8)......... 95 110 
Wat. Gasket (4) scsccsscccccccee 7 
Se ee ee 109% 
New Eng. Tel. & Tel. (8)... 145 
Newberry (J. J.) Pfd. (7) 98 
Remington Arms Ist Pfd. (7).... 75 80 
ee ee RPA PP eer cet ee 1% 
Savannah Sugar (6) .........++s 57 68 
le RS ee Sere 85 96 
Safety Car L. & H, (4) seas ae 40 
Singer Mfg. Co. (15)..... soos) ae 240 
Standard Screw (6) ..... ee: 70 
Stetson (J. B.) Do..ccc.ccsccccee 14 18 
Oe Se A 19 28 
United Porto Rican ............. a 8 
a “sGdanensebeénsescrccccess 9 14 
Wash. Ry. & Elec. (7) 450 m 
oe eae 98 100 
Welch Grape Juice (2%). 48 
ie ae Re eee 99 103 
West Va. Pulp & Paper (1.60)... 26 28 
Sa See See 9414 97, 
White Rock 2nd Pfd. (20)....... 185 
DOU: BEB. C8)». .008s0— bandh abse 102 y 
Woodward Iron ...........+.s.6- 12 16 





saying is, but General Foods tackled 
the problem and worked it out. That, 
too, was business pioneering. 

Then there is the gradual return of 
“Vodvil” to the R. K. O. theaters; the 
one-man theater using Trans-lux films: 
and so on—all of them indicative of 
the intensive thought given to the 
problem of reestablishing individual 
businesses upon firm, profit-making 
foundations, a process that is certain 
to contribute greatly to the rehabilita- 
tion of the entire business body. 








Air Reduction 
(Continued from page 723) 





on the directorate of “Alcohol.” 

The profit alone on this one invest- 
ment would have exceeded by 25% 
the entire net profit of Air Reduction 
in any one year since the investment 
was made, besides obviating the setting 
up of reserves to take care of its de- 
preciation in value. There is a tend- 
ency in security circles to pass care- 
lessly over the “UD” incident as being 
of minor importance, involving only 
the loss of dividend and requiring the 
setting up of a depreciation reserve out 
of earnings. As suggested, there may 
be a very reasonable business explana- 
tion for the investment. Close rela- 
tions between the two organizations and 
interests affiliated with each may be 
highly desirable and eventually of 
great profit. 





In spite of the fact that the manage- 
ment has not taken the stockholders 
wholly into its confidence as to the 
Industrial Alcohol investment, the long 
record of successful business conduct 
and conservatively managed expansion 
of Air Reduction allows the mind to 
rest easily upon the conclusion that in 
longer retrospect it will prove to have 


been good business. After all, the . 


future of Air Reduction does not 
appear to rest in any way upon this 
individual item in the company’s 
balance sheet. Alcohol, it is more than 
probable, has registered its maximum of 
paper depreciation and Air Reduction, 
notwithstanding the deductions it has 
made for depreciation reserves, has 
come through the business depression 
thus far with no significant impairment 
of its ability to earn far in excess of 
its dividend requirements. 

In the general rehabilitation of busi- 
ness that cannot lie far ahead it should 
have no difficulty in establishing its 
earning powers on a basis equal to its 
best periods in the past. Sustained 
improvement in the various industries 
it serves should enable the utilization 
of the many new production units it 
has added in the past two years. Pend- 
ing conclusive evidence that this turn 
has taken place and that Air Reduc- 
tion’s business has commenced to reflect 
that recovery, the market value of the 
shares is unlikely to reflect more than 
current technical market irregularities. 
Holders of the stock would seemingly 
gain nothing by selling in expectation 
of being able to repurchase at suf- 


ficiently lower levels to make the risk 
worth taking; while the business man 
investor to whose portfolio the issue is 
well adapted may well purchase it in 
periods of market weakness. 











Bank Stocks for Long 
Pull Investments 
(Continued from page 717) 








ferring a large sum to special reserves, 
reported a small per share deficit for 
the first half of this year. Earnings 
for the whole of last year were equal 
to just over $10 a share. The Man- 
hattan Co. also set up large reserves 
as of June 30, 1931, but the per share 
earnings or deficiency on the com- 
pany’s stock is not definitely ascertain- 
able. For the year 1930, the Man- 
hattan Co. reported earnings equivalent 
to $4.87 a share. 

While earnings have undoubtedly 
declined in drastic fashion, the reduc: 
tion in market price has been equally, 
if not more, sensational. Chase sold 
as high as $180 a share as recently as 
1930, while it is currently quoted 
around $55; Guaranty at 865, its pres 
ent price being around 405; Central 
Hanover at 417 against a present level 
of 193; while the stock of the Man: 
hattan Co. had a high of 156 in 1930, 
its present price being around 55. If 
one cares to take the high point of 
1929 an even more precipitous and im- 
pressive decline can be shown. 

It is not believed, however, that bank 
earning power affords any satisfactory 
indication of the particular institution’s 
real position at this time or of its possi- 
bilities for the future. Neither should 
too much stress be put upon present 
dividend rates, for in those cases where 
the disbursement is not being earned a 
reduction must be considered an ever’ 
present possibility. ‘It is for this reason 
that we have not mentioned yield al- 
though recognizing that on this score 
bank stocks can now be bought upon 
a basis more favorable than is cus 
tomary for these issues. The ratio of 
book value to price at this time is more 
advantageous to a purchaser than in 
years and it would seem that this is a 
better, albeit by no means final, factor 
on which to base commitments. 

Perhaps the best guide of all is past 
performance and it seems almost super’ 
fluous to add that all four companies— 
Chase, Guaranty, Central Hanover and 
the Manhattan Co.—have excellent 
records, for their names are justly 
synonymous with strength, size and se 
curity. They have grown with the 
country. Indeed, they have contribu 
much to that growth. It is difficult, 
however, to illustrate their steady & 
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KEEP POSTED 


books, booklets, circulars and spe- 
ene listed below have been pre- 
pared with the utmost care by business 
houses advertising in this issue. They 
will be sent free upon request, direct 
from the issuing houses. Please ask for 
them in numerical order. We urge our 
readers to take full advantage of this 
service. Address, Keep Posted Depart- 
ment, Magazine of Wall Street, 42 Broad- 
way, New York City. 











“ LOT TRADING” 

oe Muir & Co., members New York Stock 
Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to large and small investors. (225). 

ACHE REVIEW 

7 yates of the general financial and 
pusiness situation, published every week by 
J. S. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please 
mention the Bache Review. (290). 

“FOR INCOME BUILDERS” 

describes a practical Partial Payment Plan, 
whereby Henry L. Doherty Cities Service 
common stock may be purchased through 
monthly payments. Build a permanent 
independent income through systematic in- 
vesting. (318). 

WHEN TO BUY AND WHEN TO SELL 

The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover, (783). 

TRADING METHODS 

The handbook on Trading Methods, issued 
by Chisholm & Chapman, contaius much 
helpful information for traders. A copy 
will be sent to you upon request together 
with their latest Market letter. (785). 
PARTIAL PAYMENT PLAN 

An old established New York Stock Bx- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (813). 

DO YOU SAVE REGULARLY? 

Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervision. 
Send today for descriptive literature, (835). 
INVESTMENT PROFIT INSURANCE 

The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 

“A 33% BUSINESS INCREASE 

In A So-Called Depression Year’’ is a book- 
let showing the accomplishment by Credit 
Service, Inc., of increasing business during 
the first six months of 1930, as compared 
with the first six months of 1929. (862). 

“SOME FINANCIAL FACTS” 

is the title of a booklet issued by Bell 
Telephone Securities Company, which will 
give you some interesting information on 
this giant public utility. Send for your 
complimentary copy. (875). 

A SURE INCOME OF 5% T0 7% 

is made possible by the building and loan 
method of operation in Colorado, where 
state supervision is maintained. Booklet 
876 of Colorado’s largest guaranty capital 
association tells why. 

“A CHAIN OF SERVICE” 

describes and illustrates the history and 
development of the Associated Gas and 
Electric System. A complimentary copy 
ng be forwarded simply by requesting 


MARGIN REQUIREMENTS 
McClave & Co., members New York Stock 
Exchange, will gladly forward a leaflet ex- 
Plaining margin requirements without ob- 
ligation, (891). 

COLUMBIA UNIVERSITY HOME STUDY COURSES 
Whether you invest or advise about invest- 
ments, know well the underlying principles 
of investment, Take a Columbia Home 
Study Course. Full information will be 
gladly furnished. (892). 

INTERNATIONAL HYDRO-ELECTRIC SYSTEM 

new folder describes International Hydro- 
Electrie System in detail, including photo- 
os peg na — in the United 
anada. rite toda lo 

ELECTRIC BOND AND SHARE COMPANY. 7s he 
© you desire information or reports on 
companies identified with the Electric Bond 
- ou soeeaeny t Full information on 

em i 
vs Maal (gay be gladly furnished upon 
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pansion by means of figures because 
mergers and side issues make such a 
picture unduly complicated. It suffices 
to say that their managements are of 
proven capabilities and when the pres- 
ent depression is dissipated—they will 
again continue increasingly prosperous. 

The investor who acquires an equity 
in any one of them is making his com- 
mitment within a favorable range. He 
may not obtain the low, for it is pos- 
sible that his purchase be adversely 
affected, albeit temporarily, by some 
further unsettlement in the general 
banking situation. It might even move 
lower in the event of dividend reduc- 
tions. Such, declines, however, should 
be considered merely incidental in a 
long-term investment holding. 

The investor must keep in mind that 
purchase of the shares of a great banking 
institution is in the nature of acquiring 
an interest in a safe and conservative 
enterprise which rather than offering 
attractive current yield holds prospect 
of greater ultimate reward through 
the price enhancement sure to follow 
the return of any reasonable degree of 


prosperity. 





—_ —————a —————— 


Oil Industry at the Crossroads 
(Continued from page 705) 








It was attacked by the Department 
of Justice not under the Sherman Law 
or the Clayton Act but specifically as 
a violation of the 1911 decree of dis- 
solution. The lower courts upheld the 
merger and the Department of Justice 
abandoned the action without appeal 
to the Supreme Court. 

Clearly, this does not fully test out 
the legal aspects of large oil combina- 
tions, whatever it may or may not in- 
dicate as to a change of attitude on the 
part of the present Washington Ad- 
ministration. It has been indicated 
that additional mergers would be ex- 
amined on their own merits and it is 
quite possible there will be additional 
appeal to the courts before the various 
combinations now in negotiation are 
consummated. The movement has 
been given great impetus by the success 
of the Socony-Vacuum deal. 

Largest and most important of the 
pending mergers is that of the Stand- 
ard Oil Co. of California and the 
Standard Oil Co. of New Jersey, 
which would make a _ combination 
with resources substantially in excess 
of $2,000,000,000. It is reported that 
there is some thought of eventually in- 
cluding Standard Oil of Indiana in the 
arrangement. 

The advantages of merging Standard 
Oil of California and Standard Oil of 
New Jersey would include substantial 
economies in operation. The New 


Jersey company would be re-inforced 
by the large domestic reserves of oil 
owned by the California company and 
the latter, in turn, would be strength- 
ened by the Jersey company’s better 
position in foreign production as well 
as in foreign distributing facilities. The 
two companies do not overlap or com- 
pete in domestic markets. This fact is 
perhaps the strongest argument for the 
legality of the proposed union. 

The next. most important merger, al- 
ready agreed to by the respective com’ 
panies, is the Sinclair-Prairie-Tide 
Water-Rio Grande amalgamation. Giv- 
ing effect to the mergers, Standard Oil 
of New Jersey-Standard of California 
would have approximately 21 per cent 
of the refining capacity of the country; 
the Sinclair group, 8.31 per cent; 
Socony-Vacuum, 7.17 per cent; Stand- 
ard of Indiana, 6.68 per cent; Shell, 
6.29 per cent; Texas Co., 5.94 per 
cent; Gulf Oil, 5.56 per cent and Rich- 
field, 3.24 per cent. 

Also assuming pending mergers, will 
be consummated, it is estimated that 
seventeen companies own 80 per cent 
of the refining capacity of the country. 
Moreover, seven companies have ap- 
proximately 60 per cent of the total. 
The local concentration in prospect is 
rather striking. Thus, the Standard 
Oil of Jersey-California combination 
would have approximately 41 per cent 
of the East Coast refining capacity, 36 
per cent of that of the Gulf Coast and 
35 per cent of that in California. 

Results thus far indicate that the 
trend is definitely toward concentration 
of the most powerful interests in the 
industry in a limited number of large 
corporations. Whether there will ulti- 


mately be five or six giants or only two ° 


or three remains to be seen, with the 
final answer coming from the courts. 

Both the more hopeful prospects for 
prorated production and the present 
movement toward better integrated 
combinations have restored some meas- 
ure of confidence in oil securities. 
Stocks of the strongest companies prob- 
ably have seen bottom—provided an- 
other breakdown of intelligent produc- 
tion control can be avoided. 








Foreign Bonds Are Homeward 
Bound 
(Continued from page 709) 








year, however, worked directly con- 
trary to the short term investment 
movement and international settlement 
needs of their countries and entailed a 
further drain upon the gold position of 
the countries involved and was made 
in the face of unfavorable exchange to 
which it contributed in no small de- 


gree. 


American short term capital invest. 
ments in other countries last year in. 
creased by 443 million dollars as com. 
pared with the previous year and this 
increase, of course, tended to counter. 
act the drain on foreign gold stocks to 
meet the payments on these bonds and 
apparently accounted for about half of 
the necessary movement of funds in 
this direction. On the other hand there 
was a decrease of 245 million dollars 
in the amount of American securities 
bought back from foreigners as com- 
pared with the previous year so that 
the gold strain was increased rather 
than relieved from that source. Just 
how much the repatriation of foreign 
bonds was responsible for the increase 
in gold imports into the United States 
is, of course, problematical but the in- 
crease of nearly 400 million dollars in 
American credits on this account must 
have exerted a tremendous pull on gold 
in this direction. They certainly did 
nothing to aid in the redistribution of 
American gold stocks. 

At all events it is evident that the 
movement had little if anything to do 
with the international movement of se- 
curities to adjust international balances 
which in normal years has far more to 
do with such adjustment than inter- 
national movements of gold. Ordi- 
narily slight differences in exchange or 
slight differences in prices of the same 
stocks on various markets sets arbitrage 
or other sales in motion to effect ad- 
justment. The repurchase of their own 
securities by foreigners in the United 
States in the past sixteen months has 
been the result of sheer demand for the 


- securities for investment or for sinking 


fund purposes. 

The surprising feature of the repatri- 
ation of these foreign bonds is in the 
fact that it took place at a time when 
the countries concerned were supposed 
to be going to the dogs financially. 
There is always a considerable natural 
gravitation of foreign issues placed in 
the United States to the countries of 
their origin. Countries which, by rea’ 
son of current financial or other con 
ditions, find it necessary to borrow 
abroad are usually anxious to secure at 
least a portion of the issue abroad at 
the first favorable opportunity. Often 
the price at which a loan is issued 
abroad is but slightly better than is 
offered at home for the same issue with 
the result that when and if the price 
of the bonds falls in the country of 
issue the bonds are immediately bought 
up by domestic institutions. 

In 1922, for example, the writer had 
occasion to follow the fortunes of two 
issues of bonds of the government 0 
the Dutch East Indies totalling 100 
million dollars. The bonds were issued 
in the United States at a slightly better 
price than was offered in Holland. 
Quotations for the bonds in New York 
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in a few weeks fell about 2 per cent 
with the result that within less than a 
year the bulk of the entire issue had 


been transferred to Holland. Weak 
bond prices in New York are almost 
always followed by an increase in the 
repatriation of foreign issues in this 
country even in the face of unfavorable 
bond conditions in the issuing coun- 
tries. The increase in the repatriation 
movement in the past five years also 
has resulted from the reverse movement 
of foreign funds in.the flight of capital 
from Europe immediately after the war 
and which stabilization of European 
currencies has made possible. 


Loss Heavier Than Necessary 


Making due allowance for all these 
facts, however, the repatriation. move- 
ment in 1930 and so far the current, 
year has been far above what might 
have been anticipated. It requires lit- 
tle analysis of the tendencies in inter- 
national securities movements in the 
past few months to realize that Euro- 
pean disposition to take bonds which 
the American market is disposed to re- 
ject has its genesis in the difference in 
the position of the two markets. In 
Europe the bond market is dominated 
preeminently by the idea of investment 
and there is comparatively less influ- 
ence on the situation exercised by 
speculation either in bonds themselves 
or in the reaction of speculation on the 
money markets. 

In the United States there has been 
a strong element of speculation in deal- 
ing in foreign bonds themselves while 
the mania for speculation in other se- 
curities has led to the sacrifice of for- 
eign bond holdings. There is much 
truth in the accusation of foreign 
financiers that much of the depression 
in the foreign bond market in this 
country is due to the sacrifice of good 
foreign bonds to support highly specu- 
lative domestic issues. It is evident 
that there are a good many Americans 
who would rather have speculative 
home issues than foreign securities of 
at least fair merit and while current 
economic depression and political un- 
certainty abroad undoubtedly are the 
chief causes of the indisposition of 
American investors to absorb foreign 
bonds at the present time speculation 
in American securities is not without 
an important influence. 

Accounting for much of the indis- 
Position of American investors to ac- 
cept foreign flotations in the past year 
or even to retain those they possess, 
also, is the fact that many foreign is- 
sues in 1926 to 1928 were bought in 
the United States at much higher rates 
than the essential qualities of the loans 
justified, this being particularly true of 
Latin American issues, and that the 
losses which have inevitably resulted 
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Preferred Stock Guide © 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 


ing their selections from this list. 


Railroads 

Div. Rate 

$perShare 1928 1929 
Norfolk & Western .......... 4 (N) 133.73 182.20 
I EE £5 Sis dinaiics cows 4 (N) 46.32 49.48 
Atchison, Top. & 8. Fe...... 5 (N) 40.21 49.18 
N. Y., New Haven & Hart.... 7 (C) 34.40 45.47 
Baltimore & Ohio ........... 4 (N) 49.44 48.87 


-—Earned $ per Share—, 
1980 


Amer. Lt. & Traction........ 1% (C) 17,20 21.38 
Public Service of New Jersey.. 8 (C) §20.92 19.04 
Pacific Gas & Elec, Ist....... 1% (C) 4.24 4.57 
So. California Edison ‘‘B’’.... 1% (C) 3.28 3.61 
Philadelphia Co. ...........+- 8 (C) 20.68 27.58 
North American Co. .,....... 8 (C) 40.22 47,48 
North Amer. Edison ......... ) 53.15 58.98 
Columbia Gas & Electric ‘‘A’’. 6 (C) 30.78 33.95 
Elec. Bond & Share.......... 6 (C) 18.43 29.11 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 4.52 5.19 
National Pr. & Light......... 6 (C) 45.38 50.22 
IE) NOI, 5 sv sins sinsc<tcsnie 8 (0) 4.66 
American Water Works & El. 6 (CG) 31.05 39,11 
United Light & Power Conv.. 6 (C) mae 16.62 
Standard Gas & Electric...... 4 (C) 14.07 20.39 
Electric Power & Light...... 7 (C) 17,00 19.03 
Engineers Publ. Serv. (w.w.) 5% (C) 8.79 17.65 
Federal Light & Traction....: 6 (0) 49.98 40.12 
Industrials 

Procter & Gamble (2nd)...... 5 (C) 185.59 151.75 
du Pont (E. I.) de Nemours 

ih sbustasapievnwecesaenses 6 (C) 69.06 78.54 
NE CONN. op c.50hocceeeees 16 (C) 16.25 21.36 
Diamond Match ...........0. 1.5 (C) ROS He 
Allied Chem. & Dye.......... 7 (C) 68.63 76.88 
Stand. Brands, Inc., Cum. A.. 7 (C) 123.40 129.41 
Amer. Smelting & Refining.... 7 (C) 37.17 43.66 
PN NOES cikweccsecccbccaas 7 (C) 85.27 44,11 
International Nickel ........ C) 139,12 80.45 
Mathieson Alkali Works...... 7 ¢ 84,50 93,91 
ONOTRE TURE occ csccascccces 7 (C) 81 85.92 
Aluminum Co. of Amer....... 6 (C) 14.04 17.19 
i sae 6 (C) 18.70 18.86 
Commerc. Investm. Trust Ist. 64% (C) 45.50 81.92 
Curtis Publishing ........... 7 (C) 21.48 23.93 
American Sugar ............. 7 (C) 14.60 15.40 
(rare 7 (C) 39.34 48,34 
Bethlehem Steel Corp........ 7 (C) 19.16 42.24 

C—-Cumulative. N—Non-cumulative. § Earned on 


unconditionally by Bush Terminal Co. 


+ Regular rate, $4. 


all pfd. stocks. 





Redeem- Recent Yield 
able Price % 


| 

| 

188,50 No 91 44 | 

41.30 No 88 4.8 

30.08 No 104 48 | 

30.50 115 101 6.9 
36.46 No ry a A 
20.71 No 30 5.0 
24.44 No 187 5,1 
5.25 No 29 5.2 
3.63 28% 28 5.4 
28.27 No 55 5.5 
47,51 55 55 CB.B 
49.65 105 «106s 
26.86 110 102 865.9 
$1.24 110 102 865.9 
5.25 26% 27 65.9 
45.16 110 100 = 6.0 
46 55 50 = 60 
44,22 110 «(98)~—s«B1 
17,44 105 88 6.8 
20.95 No 57° 17.0 
13,39 110 1000S 7.0 
16.21 110 «79; «7.0 
39.68 100 85 ti 


178.16 115 112 


55.22 125 123 
24.24 No 102 
once No 27 
63.90 120 14 
111,08 120 122 
22.20 No 121 
35.31 120 118 
40.26 120(a) 119 
84.68 No 117 
64.03 No 117 
7.93 110 99 
20.03 115 99 
90.87 110 104 
21.25 120 109 
12.60 No 105 
35.72 120 103 
23.84 No 102 
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+ Guaranteed 
(a) After Feb. 1, 1934. 
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have naturally led to much of the 
timidity now shown by American in- 
vestors. It is now generally agreed 
that most Latin American issues placed 
in the United States during the period 
of what was almost a mania in South 
and Central American inflation were 
never worth the prices at which they 
were originally sold. 

On the other hand many of them 
are worth more than the prices at 
which they can now be had. That 
European and other foreign investors 
were reluctant to participate heavily in 
the original financing but are now 
willing to take such bonds off Ameri- 
can hands is indicative of this con- 
dition and give some ground for the 
oft repeated accusation of foreign 
financiers that American investment 
bankers and their clients are not sufh- 
ciently experienced in foreign financing 
to make a success of the business. 
Losses in bonds as in other investments 
are more or less inevitable in periods of 
depression but in the present depres- 
sion American investors have allowed 
themselves to take losses which have 
been unnecessarily heavy. Further 
sacrifices should be avoided. The “back 
home” movement of foreign bonds 
greatly decreases the danger of perma- 
nent defaults. 








United Light & Power ‘*A” 
(Continued from page 715) 








of $5,320,272 which was charged 
against replacement reserve. Thus, the 
company set aside for replacements out 
of 1930 earnings $3,138,540 more than 
the actual write-offs, equivalent to 
$1.14 a share on the common stock. 


Plowing Back Into Properties 


This excess amount set aside for re- 
placements is plowed back into the 
properties and increases the asset value 
of the common stock. Additional 
values are put in back of the equity 
stock, moreover, through keeping a 
large part of the earnings accruing to 
it in the company by virtue of the con- 
servative dividend policy followed by 
the management. In 1930, the surplus 
remaining after payment of common 
dividends amounted to $4,226,520. 
Finally, $1,087,309 was set aside in 
1930 for amortization which likewise 
was used for this purpose. ll told, 
a total net amount of $8,452,369 was 
plowed back into the properties out of 
earnings during 1930, equal to $2.47 
per share on the common stock. 

United Light & Power has two 
classes of common shares, identical in 
every respect except that the class “A” 


shares are non-voting, while the class 
“B” shares possess the voting power. 
Both classes are listed on the New 
York Curb Exchange. From the stand- 
point of the average security purchaser 
the class “A” shares are the more de- 
sirable because they sell minus the 
large premium which the class “B” 
shares command by virtue of their vot- 
ing power. At the recent price for 
the “A” shares of 17, they are selling 
for about 11 times the most re- 
cent earnings per share, a conservative 
level for a utility equity of the caliber 
of United Light. Paying a dividend 
of $1 per annum, the stock returns a 
yield of 5.9%. The dividend is being 
covered by a fair margin even at pres- 
ent reduced earnings level, but the 
earnings are reinforced by the liberal 
maintenance and reserve policy of the 
management. 








Trade Tendencies 
(Continued from page 730) 








close to the law point. Unfortunately 
it is impossible to say the same of the 
fertilizer division. Here, the outlook 
goes from poor to worse with declining 
cotton prices, for the greater part of 
the tonnage is sold in the South and 
there must inevitably be less acreage 
planted next spring. 





MERCHANDISING 











Chains Make Good Showing 


Up to now chain store tonnage sales 
have increased materially over the com- 
parative period of 1930, partly per- 
haps because of successive reductions in 
selling prices. The greater tonnage at 
lower prices appears to have kept earn- 
ings on an even keel, for profits, espe- 
cially in the case of the larger chains, 
have been sustained at levels about equal 
to last year’s, and certain of the more 
favorably situated organizations have 
even exceeded their 1930 income. Mer- 
chandise chains retailing medium priced 
articles have done particularly well, for 
in this branch of the trade selling prices 
are relatively stable so that the greater 
volume of business has tended to in- 
crease earnings. Chain grocery stores 
have felt the affects of the steady de- 
cline in food prices, although adminis- 
trative economies linked to a faster in- 
ventory turnover have done much to 
reduce inevitable write-offs. With sta- 
bilization of commodity prices such 
concerns should show marked im- 
provement. Unable to meet the in- 
roads into their business by managerial 


skill, and partly because of lack of fa- 
cilities, independent stores affected by 
chain expansion have had recourse to 


political pressure. A veritable nation- 
wide campaign for discriminatory taxa- 
tion has been launched following the 
Indiana case last spring. Among other 
states toying with similar ideas are 
Florida, Alabama, California and Wis- 
consin. It is difficult to judge the tem- 
porary effect which such legislation 
might have upon the chain stores but 
anything as discriminatory and un- 
economic as the proposed taxation can 
hardly enjoy permanent success. 








Does Business Wait on 
Banking Courage? 
(Continued from page 702) 








sational as they seem. While one bank 
out of every eighteen failed last year, 
the insolvent institutions had only 3 
per cent of the banking resources of the 
country, nor was even this 3 per cent 
a total loss. Yet it is cold comfort 
to say that 97 per cent of the banking 
deposits of the country are safe, for 
the simple fact is that the minority of 
failures exercise a psychological influ- 
ence out of all proportion to their 
actual importance. 


Two-Sided Conservatism 


Many explanations of business stag- 
nation have been advanced. None is 
of more vital, practical, immediate im- 
portance than bank failures. The 
failure of any bank of substantial size 
throws a paralyzing chill over its com- 
munity. How are depositors of neigh- 
boring banks to know they are sound? 
Not knowing, can they be blamed for 
the cautious urge to extract $1,000 in 
bank notes and put it in a safety de- 
posit box? 

And how is a sound, conservative, 
solvent bank to know that its depositors 
will not some day come running for 
their money, due to the hysterical fear 
unleashed among them by the failure 
of a wholly unrelated bank? The bulk 
of the money in a bank's keeping does 
not belong to it, but to its depositors. 
Its utilization in loans or investments 
must be determined with regard to the 
exigencies of withdrawal. That con- 
tingencies must be guarded against to 
an abnormal degree is evident not only 
in failures of the weaker banks but in 
continued hoarding of currency. The 
amount so hoarded is estimated at fully 
$800,000,000 at the present time. 

A bank’s refusal to invest in second: 
grade bonds is no evidence either that 
the bonds are unsound or that depres 
sion will continue indefinitely. At 

(Please turn to page '750) 
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Tips’ on Books 
Book Review Section of The Magazine of Wall Street 




















WASHINGTON MERRY-GO- 
ROUND 


ANONYMOUS 
Horace Liveright, Inc. 


Pu the small town gossip who is 


in search of bigger game, this 

product of an anonymous author 
should prove a find. But the more in- 
telligent reader who is himself not 
averse to a few choice morsels, will 
soon find his appetite palled by the 
overwhelming mass of malicious 
material. 

For a couple of chapters the author 
rambles along rather gaily, retailing 
petty gossip for what it is worth, but, 
when his glance lights upon Herbert 
Hoover, his gorge rises and his eyes are 
blinded to any suggestion of good in 
the man. No one could be quite so 
blak as Mr. Hoover is painted. 
Evidently the presidential heel must 
at some time have ground quite heavily 
on the toes of Mr. Anonymous to bring 
forth such a diatribe. 

On the whole it might be said that 
he is a much better gossip than an ap- 
praiser of men. His style is forceful, 
his sense of the ridiculous acute, and 
his desire to show up the foibles of his 
characters evidently sincere, but his 
personal prejudices are always to the 
fore and he unqualifiedly states his 
opinions as facts. If the book truly 
mirrors the author, he is an out-and-out 
antiRepublican. The Insurgents are 
his favorites, and Senator Norris his 
particular pet. He is hypercritical of 
Dwight Morrow’s entire career on the 
basis of his few months’ service in the 
Senate. On Secretary Stimson and 
Ambassador Dawes he attempts to 
take a judicial point of view, but finds 
it hard. For Secretary Mellon he has 
no use at all and even questions his 
tight to be classed as a great business 
man. To illustrate his point that Mr. 
Mellon has at last been found out, he 
states that when Congressman Tread- 
way called him “the greatest Secretary 
of the Treasury since Alexander 
Hamilton,” the House of Representa- 
tives “leaned back and roared in 
erision."” One wonders if the opinion 
of the House is exactly a criterion. 
Only a little further on, the author 
himself heads his chapter dealing with 
it, The Monkey House.” But then, 
consistency is not his strong point. 

Admittedly much of his material is 
true, but one questions the need for 
ts printing. However, it is in line 
with the series of “de-bunking” litera- 
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ture that has come our way these last 
few years. If you want to judge for 
yourself one of the most discussed 
books of the season, read it—but don’t 
take it too seriously. M. S. D. 


MAYOR HARDING OF NEW 
YORK 


By STEPHEN ENDICOTT 
The Mohawk Press 


HE publishers of this book men- 
T tion on the jacket that the work 

is fiction, the characters imagi- 
nary, and that no living person would 
be justified in claiming that his acts 
have been reported in its pages. We 
shall see. 

The tale opens shortly after the 
murder of one Rosenberg, a gambler, 
who was known to have a little list of 
his debtors, including Mayor Harding 
and half a dozen prominent jurists. 

The Mayor is characterized as a 
slim, narrow-shouldered, well-kept man 
of forty-five with an ingratiating per- 
sonality and an ability to endear him- 
self to the public by taking nothing 
seriously, accepting orders with docil- 
ity, and wisecracking his way through 
luncheons and dinners. And there is 
Commissioner of Police Ollendorff, of 
military build and black moustache, 
who obtained his training as head of a 
huge interstate bus line (I almost said 
mercantile establishment). He per- 
sonally attended installations of new 
traffic stations in top hat and Chester- 
field, rushed to the scenes of serious 
accidents and sensational crimes, gave 
interviews at the drop of a hat (and 
hats dropped easily), and—took so 
much front-page publicity from the 
Mayor that he was replaced by a man 
from the ranks, one Cornelius Dolan. 
There is a justice who disappears and 
another, named Pasquale, who re- 
signed. A stool pigeon, called Panama 
Gomez, who had framed women, both 
innocent and not so innocent, for the 
benefit of the Vice Squad, plays his 
little part. And there is an investiga- 
tion into the affairs of the Bank of the 
Empire State, whose counsel was un- 
fortunately arrayed against the Party. 
The Party got him. 

The author has concocted a daring 
little skit from all the political scandal 
of the past eighteen months and has 
ended it in the only possible way. 

Perhaps all the characters are fic- 
tional and the publishers were justified 

(Please turn to page 750) 
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Peoples Gas Dividend 


The Peoples Gas Light and 
Coke Company {of Chicago} 





The Directors of The Peoples Gas Light 
and Coke Company have declared a quar- 
terly dividend of two (2) per cent on the 
capital stock of this Company, being at 
the rate of eight (8) per cent per annum, 
payable out of the surplus earnings of 
the Company to stockholders of record 
at the close of business on the 3rd day of 
October, 1931, said dividend to be pay- 
able on the 17th day of October, 1931. 


A. L. TOSSELL, Secretary. 














SOUTHERN RAILWAY COMPANY 
New York, September 10, 1931. 


A dividend of one and one-quarter per cent 
(14%%) .on the preferred stock of Southern Rail- 
way Company has today been declared, out of 
net profits of the Company for the fiscal year 
1980, payable October 15, 1931, to stockholders 
of record at the close of business September 21, 
1931. 

Cheques in payment of this dividend will be 
mailed to all stockholders of record at their ad- 
dresses as they appear on the books of the Com- 
pany unless otherwise instructed in writing. 

Cc. BE. A. MceCARTHY, Secretary. 





LOEW'S INCORPORATED 


“THEATRES EVERYWHERE” 
September 14th, 1931 
HE Board of Directors has declared a 
quarterly dividend of 75c per share on 
the Common Stock of this Company, pay- 
able on the 30th day of September, 1931 to 
stockholders of record at the close of busi- 
ness on the 19th day of September, 1931. 
Checks will be mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 








AIR REDUCTION CO., INC. 


Lincoln Bldg., 60 East 42nd St., New York 
September 9, 1951. 


DIVIDEND NO. 58. 

The Board of Directors of this Company has de- 
clared the regular quarterly dividend of $.75 per 
share and an extra dividend of $1.50 per share 
on the capital stock of the Company, payable 
October 15, 1931, to stockholders of record Sep- 
tember 30, 1931. R. B. DAVIDSON, Secretary. 





To the President of a 
Dividend-Paying Corporation :— 


Why you should publish your dividend 
notices in The Magazine of Wall Street:— 


You will reach the greatest number 
of potential stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 


By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influen- 
tial investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 
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sacrifice of profit, it invests in gilt- 
edged bonds of low yield because these 
are the closest equivalent to cash and 
can be immediately turned into cash if 
necessary. 

Fear of contingencies tends to domi- 
nate the whole psychology of banking 
and inevitably spreads to some extent 
into the field of commercial credit. The 
watchword of American banking to- 
day is caution and liquidity. It will 
remain so as long as the public in- 
sistently demands liquidity and the pub- 
lic most assuredly will continue to de- 
mand liquidity until its confidence in 
the banking structure is restored. 

There is probably no single, com- 
pletely satisfactory remedy for bank 
failures and no ideal method of regula- 
tion. At the heart of the matter is 
character, judgment, experience and 
technical competence. These cannot be 
legislated into a banker. If he has 
them he will remain solvent, however 
lax the regulation to which he is sub- 
jected. If he lacks them, no amount 
of regulation seems able to save his in- 
stitution. 


A Dual System 


There is a clamor for stricter regu- 
latory laws and better enforcement of 
them. In some quarters there is strong 
criticism of our dual system of National 
and State banks, which is vigorously 
defended by the Economic Policy Com- 
mission of the American Bankers As- 
sociation. Some critics assert that all 
banks should be forced to become mem- 
bers of the Federal Reserve System, as 
are all National banks. 

In this connection it is fair to point 
out that out of 778 banks which failed 
in the first seven months of this year 
613 were not members of the Reserve 
System. It is also fair to point out 
that for many years back failures of 
state banks and the total amount of 
deposits involved have substantially ex- 
ceeded failures of national banks. It 
is equally fair to point out that, 
despite the establishment of the Re- 
serve System in 1913, the vast number 
of banks which belong to it and the 
vast total of funds theoretically under 
its control, more banks have failed and 
with heavier liabilities in the last dec- 
ade than ever before in the history of 
the country. Furthermore, the most 
disastrous bank failure in the history 
of the country—Bank of United States 
—was that of a member of the Fed- 
eral Reserve System. 

Doubtlessly various reforms of more 
or less merit will ccme out of the pres- 
ent agitation. To a substantial degree 
the needed correction already has been 
achieved in the elimination of thou- 
sands of weak and economically worth 
less banks. Hence the need of rigid 
regulation really is far less now than 
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it was two years ago. In any event 
the working out of means to minimize 
bank failures in the future will require 
time. Nothing that can be done in 
this direction is going to solve the ex- 
isting problem. It is essentially a prob- 
lem 43 credit stagnation, although we 
possess the yellow gold on which bil- 
lions in credit could be safely based. 

With or without sufficient cause, 
bankers are ever timid in time of stress. 
Banking does not lead business out of 
the valley of depression. It has to have 
its own fears removed first and its ap- 
petite for profits restored. Then it fol- 
lows business with increasing courage, 
finally catching up to a point where it 
can offer a few shouts of encourage- 
ment. 

There is only one positive force 
which can break the cycle and rebuild 
confidence. Utilization of the full 
power of the Federal Reserve System 
would do it. Purchase by the Reserve 
Banks of $500,000,000 of Government 
bonds, forming a base from which as 
much as $5,000,000,000 of credit could 
be pumped forcibly into the market, 
would do it. 

This is inflation, of course, and a 
remedy that is not without hazards— 
but critical- diseases often demand 
heroic remedies. As was amply proven 
by the experience of the years 1927- 
1929, the real danger is not in the 
application of inflation but in the fail- 
ure to withdraw it promptly after the 
need has passed. To refuse it now is 
to decline to lift the patient out of bed 
for fear that he will again indulge his 
energies to ultimate excess. 

Inflation—much hated word—has 
always been the remedy in times like 
these. We have no other remedy, al- 
though, to be sure, the fire will go out 


when the house burns down. We may 
' argue pro and con and there may be 


grave doubts as to the proper time of 
application to get the best results, but 
eventually we will swallow a dose of 
inflation. Perhaps to make it taste bet- 
ter, let us call it credit expansion. 
And if eventually, why not soon? 








The Dynamite in the English 
Situation 
(Continued from page 700) 





was forced to its pre-war level in 1925. 
There is something to be said on both 
sides of the question for a depreciated 
exchange does in fact bring certain ad- 
vantages. Apart from the very impor- 
tant factor of political prestige, the 
gold standard is necessary to England's 
commercial banking and brokerage 
business. Without a free market for 
the metal in London this very profitable 


division of her activities would be 
severely curtailed. Here is a point 
which admits of no question, although 
it might logically be contended by the 
inflationists that the pound could be 
depreciated, then stabilized in a man- 
ner similar to the franc, thereby regain- 
ing a large part of the business lost 
during the period of transition. At 
any rate whatever the ultimate out- 
come it may be said that anything 
which hurts London’s financial opera- 
tions hurts us. We need her broker- 
age facilities unimpaired. New York 
for example, cramped with a tariff, 
could never hope to replace the old 
London in this regard. Incidentally, it 
is in the damage which would be done 
London as a commercial banker and 
broker that is so disquieting should the 
proposed tariff be put into effect. 

On the other hand, from England's 
point of view, there are strong advan- 
tages to be derived from a depreciated 
exchange. Incidentally it might be 
pointed out that most of them would 
be disadvantageous to us in direct ratio. 
It acts as a tariff even in a free trade 
country. It would cut wages very 
much less painfully than the direct 
method, thereby permitting lower costs 
and greater competitive powers for 
hard hit export trades. It would wipe 
out part of her staggeringly large 
national debt, now the equivalent of 
about 38 billions of dollars. Finally, 
it might easily permit her to accumu- 
late some much needed gold by means 
similar to those employed by France. 
On the other side of the ledger must 
be put the fact that a depreciated ster- 
ling exchange would also reduce those 
debts owed to her in sterling, although 


‘her profit sharing investments abroad 


would be unaffected. In addition, there 
is an apparent disadvantage in the fact 
that she would have to pay more in 
currency for the vast quantities of raw 
materials and foodstuffs which she is 
obliged to import. This, however, is 
not entirely valid, for her imports are 
really paid in exports and these ol 
course would still command the world 
gold price. 

Despite the fact that the Macmillan 
report is emphatically opposed to any: 
thing which would depreciate the 
British pound in terms of gold, one of 
its principal recommendations is that 
the Central Banks of the world should 
expand credit so as to raise commodity 
prices above their present levels and 
when this is achieved manipulate it 
so that the level remains more or 
less stable. Bluntly, they recommend 
the depreciation of gold, which in 
a number of ways would have 4 
similar effect upon Great Britain as 
would the depreciation of sterling ex 
change. It would lighten the load of 
debt under which the country—and 1n’ 
cidentally every other country—is stag’ 
gering and would also tend to reduce 
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Dividends and Interest 


Dividends and Interest 


Dividends and Interest 








PREFERRED 


GENERAL MILLS, INC. 


STOCK 


. (Signed) D. D. DAVIS, 


Vice-President. 


Gorp Mena Frour 


DIVIDEND 


Directors of General Mills, Inc., announce 
declaration of the regular quarterly dividend 
of $1.50 per share upon preferred stock of the 
company, payable October 1, 1931 to all pre- 
ferred stockholders of record at the close of 
business September 14, 1931. 
mailed. Transfer books will not be closed. 


Checks will be 











AMERICAN WATER Works 


ano LECTRIC ( DMPANY 
INCORPORATE 


(of Delaware) 
NOTICE OF DIVIDEND 
A regular quarterly dividend of 
seventy-five cents (75¢) a share, pay- 
able in cash, on the common stock of the 
Company, has been declared payable 
November 2. 1931 to common stock- 
holders of record at the close of business 
on October 9, 1931. 

The Company has been advised by the 
Voting Trustees that as to Common 
Stock deposited under the Voting Trust 
Agreement dated January 2, 1931, this 
«dividend will be. paid on November 2, 
_. 1931, to holders of Voting Trust Cer- 
tificates of record at the. close of busi- 
ness on October 9, 1931. : 
W. K. Dunsar, Secretary 













































West Penn 
Power Company 


NOTICE OF DIVIDENDS 


The Board of Directors has declared 
uarterly dividend No. 63 of one and 
three-quarters per cent. (13%4%) upon 
the 7% Cumulative Preferred Stock, and 
quarterly dividend No. 24 of one and 
one-half per cent. (134%) upon the 6% 
Cumulative Preferred Stock of West Penn 
Power Company, for the quarter ending 
October 31, 1931, both payable on No- 
vember 2, 1931, to stockholders of rec- 
eg * the close of business on October 
; a. 

G. E. Murrie, Secretary. 























— 











THE WESTERN UNION TELEGRAPH 
Cc 


New York, Sept. 8th, 1931. 


DIVIDEND NO, 250 


A dividend of TWO PER CENT on the capital 
Stock of this Company has been declared payable 
on the 15th day of October next, to stockholders 
of record at the close of business on the 25th day 
of September, 1931. 

The transfer books will remain open. 
G. K. HUNTINGTON, Treasurer. 


THE UNITED LIGHT 
AND POWER COMPANY 


BANKERS BUILDING 
CHICAGO, ILLINOIS 








The Board of Directors of The United Light and 
Power Company has declared the following divi- 
dends on the stocks of the Company: 

A quarterly dividend of $1.50 a share on the 
$6.00 Cumulative Convertible First Preferred 
Stock, payable October 1, 1931, to stockholders of 
vecord at the close of business on September 15, 1931. 

A dividend of 25¢ a share on Class ‘“‘A’’ and 
C’ass “‘B” Common Stocks, payable November 2, 
1931, to stockholders of record at the close of busi- 
ness on October 15, 1931. 

Stock transfer books will not be closed. 

L. H. HEINKE, Secretary. 


Chicago, September 1, 1931. 


Public Service Corporation 
of New Jersey 
Dividend No. 97 on Com- 


mon St 
Dividend No. 51 on 8% 
Cumulative Preferred Stock 
Dividend No. 35 on 7% 
Cumulative Preferred Stock 
Dividend No. 13 on $5.00 
Cumulative Preferred Stock 


The Board of Directors of Public 
Service Corporation of New Jersey has 
declared dividends at the rate of 8% 
per annum on the 8% Cumulative Pre- 
ferred Stock, being $2.00 per share; at 
the rate of 7% per annum on the 7% 
Cumulative Preferred Stock, being $1.75 
per share; at the rate of $5.00 per an- 
num on the non par value Cumulative 
Preferred Stock, being $1.25 per share, 
and 85 cents per share on the non par 
value Common Stock for the quarter 
ending September 380, 1931. All divi- 
dends are payable September 30, 1931, 
to stockholders of record at the close 
of business, September 1, 1931. 

Dividends on 6% Cumulative Pre- 
ferred Stock are payable on the last 
day of each month. 

T. W. Van Middlesworth, Treasurer. 





Public Service Electric and 
Gas Company 


Dividend No. 29 on 7% 
Cumulative Preferred Stock 
Dividend No. 1 on $5.00 
Cumulative Preferred Stock 
The Board of Directors of Public 
Service Electric and Gas Company has 
declared the regular quarterly dividend 
on the 7% and $5.00 Preferred Stock of 
that Company. Dividends are payable 
September 80, 1931, to stockholders of 
record at the close of business Septem- 
ber 2, 1981. 
T. W. Van Middlesworth, Treasurer. 











THE ELECTRIC STORAGE BATTERY 
COMPANY 


Allegheny Ave. and 19th St., 


? Philadelphia, September 10, 1931. 
The Directors have declared from the Accumu- 
lated Surplus of the Company a quarterly divi- 
fend of One Dollar ($1.00) 
Common Stock and the Preferred Stock, payable 
October 1, 1981, to stockholders of record of 
both of these classes of stock at the close of 
ag on September 21, 1931. 
WALTER G. HENDERSON, Treasurer. 


per share on the 


Checks will be 


Q.C.£- 


AMERICAN CAR AND FOUNDRY 
COMPANY 


.PREFERRED DIVIDEND No. 130 
COMMON DIVIDEND No. 116 
There have been this day declared a divi- 
dend of oneand three-quarters percent (134%) 
on the Preferred Stock and a dividend of 
Twenty-five Cents (25¢) per share on the 
Common Stock without par value, of this 
Company, payable Thursday, October 1, 1931, 
to stockholders of record at the close of busi- 
ness Friday, September 18, 1931. 
Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York. 
G. R. SCANLAND, Vice-President 
H. C. WICK, Secretary 
New York, September 9, 1931. 








The New York Central Railroad Co. 











New York, September 9, 1931. 


A Dividend of One Dollar ($1.00) per share on 
the capital stock of this Company has been de- 
‘lared payable November 2, 1931, at the Office of 
the General Treasurer, to stockholders of record 
at the close of business October 2, 1931. 


H. G. SNELLING, General Treasurer. 


The West Penn 


Electric Company 
NOTICE OF DIVIDEND 





THE DETROIT EDISON COMPANY 
6) Broadway, New York 


The Board of Directors has declared 
a dividend of $1.75 per share upon the 
Class A Stock of The West Penn Elec- 
tric Company, for the quarter ending 


September 10, 1931. 
Pe quarterly dividend of Two Per Cent ($2.00 
ar share) on the Capital Stock of the Company 
bs be paid on October 15, 1981, to stockholders 
s record at the close of siness' on September 
“1, 1931. SAMUEL O. ORD, Treasurer. 


September 30, 1931, able on Septem- 
ber 30, 1931, to prin , 
at , —_ of business on September 


, 





olders of record 


G. E. Murnrie, Secretary. 
































The American 


Corporation 


Grand Rapids National Bank Bldg. 
Grand Rapids, Michigan 


DIVIDEND NOTICE 

The Board of Directors of The 
American Corporation has declared 
a dividend of 15¢a share, payable by 
check on October 1, 1931 to all Com- 
mon Stockholders of record at the 
close of business September 21, 1931. 

Stock transfer books will not be 
closed. 

H. M. PLeunez, Treasurer. 


Grand Rapids, September 10, 1931. 

















Endicott Johnson Corporation 
Dividend No. 50 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy-Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy-five Cents ($.75) per share, payable 
October 1, 1931, to stockholders of record, as at 
the close of business, September 19, 1931. 

Checks will be mailed by Irving Trust Company, 
IMtvidend Disbursing Agent. 

MAURICE E. PAGE, Secretary. 

September 8, 1981. 





SEPTEMBER 19, 1931 





749 





real wages in a more or less painless 
manner. Furthermore, while the. in- 
terest paid to England would be worth 
less, the greater prosperity of the coun- 
tries remitting would expand her for- 
eign trade and in the case of those 
countries which have been obliged to 
default on account of low commodity 
prices, interest payments would be re- 
sumed and she would receive something 
whereas at the present time she is get- 
ting nothing at all. In addition, the 
depreciation of gold in terms of com- 
modities would make England's vast in- 
terests in the production of raw ma- 
terials more valuable. Her tea, coffee 
and rubber plantations would again be 
prosperous as would a thousand other 
activities in which her nationals and 
her money are engaged. Finally, the 
scheme would not upset either her 
prestige or her banking and brokerage 
operations. 

From England’s point of view, and 
that of the world too, perhaps, the 
moderate raising of commodity prices 
might well prove beneficial, never 
forgetting, however, that the long 
term trend of commodity prices 
should rightly be downward as greater 
productive efficiency makes man’s 
burden of maintaining himself steadily 
less. We would probably subscribe 
to the plan in theory. The same 
may be said of France. But. even so, 
a harmonious working agreement 
between the three countries, all 
of which would have to take into con- 
sideration their own special situations, 
presents staggering difficulties. 

The fundamental trouble with the 
world today, however, lies not so much 
in the actual difficulties which are being 
encountered, but in the fact that these 
difficulties are not being squarely 
faced. England is not facing hers. 
We are not facing our own, to 
say nothing of the failure to take 
permanent steps to combat those which 
will undoubtedly be added should Eng- 
land persist in her present policy of 
bankrupting herself. 

Nevertheless inasmuch as we partici- 
pated in relieving the England crisis, 
it would seem that progress has been 
made in a lesson which eventually must 
be learned. Whether we like it or not, 
the fact remains that we are caught in 
“foreign entanglements.” We cannot 
escape the situation. At one time per- 
haps the United States might have 
lived in “splendid isolation,” sufficient 
unto herself politically and economi- 
cally. But this chance has long since 
gone. The moment she sold to a for- 
eigner, the moment she bought from a 
foreigner and the noment he entered 
into financial transactions with a for- 
zigner, it became farcical to talk of 
complete independence. The present de- 
pression proves it. The fact that we 
had to lend England 325 million dol- 


lars proves it. 
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(Continued from page 747) 








in their statements, but if you want to 
amuse yourself on some humid eve- 
ning, read Mayor Harding of New 
York and see how many characters are 
recalled to mind from your daily news- 
paper reading of the past year. 

W. F. D. 


YOO HOO PROSPERITY! 
By 


EppizE CANTOR AND Davip FREEDMAN 
Simon €& Schuster, Inc. 


DDIE CANTOR, pursuing his 
i studies in the fields of business 

and finance, has offered his own 
plan for the return of prosperity. In 
theory, it is very simple—all that needs 
to be done is to sell bananas instead of 
apples. “The minute you peel a 
banana thing’ start to happen. Some- 
body slips on the peel and soils his 
trousers. That makes business for the 
cleaner. The cleaner buys more ben- 
zine; the output of benzine increases. 
More people are engaged to extract 
benzine, to pack it, ship it, and deliver 
it. Larger deliveries create a demand 
for more motor trucks, and automobile 
companies start turning them out by 
the thousands! Meantime the man eats 
another banana, slips again and before 
he know it his pants are torn. That 
brings in the clothiers, the clothiers 


bring in their relatives, their relatives © 


' 


start getting married, and the furniture 
business picks up.” 

One can easily see that by the time 
the man slips a third time, practically 
all business has been affected. 

While this is the heart of Mr. 
Cantor’s plan, it is by no means all of 
it. He has substitute plans as well, and 
his comments accompanying them are 
well worth the reading. M.S. D. 





Correction 


In the August 22nd issue, through a 
typographical error, the earnings of the 
Bush Terminal Co. for the year 1930 
were given as $2.35 instead of $3.35 
and the earnings for the first six 
months of 1931 were quoted as $1.66 
whereas $1.76 is the correct figure. 





Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 

Ann’! Amount Stock Pay- 
Rate Declared Record able 


$3.00 Air Reduction, Inc.... $.75 Q 9-30 10-15 

— Air Reduction, Inc.... 1.50 Ext 9-30 10-15 
4.00 Auburn Automobile.... 1.00 9-19 
Stk Auburn Automobile ... 2% 
3.00 Chicago Yellow Cab... .25 
4,00 Curtis Publishing ... .83% 
3.00 Endicott-Johnson 15 
2.50 First National Stores. . 
1.60 General Electric Co... 

-60 General Electric Co. 

(Special Stock) 
6.00 Homestake Mining ... 

— Homestake Mining ... 
6.00 Intern’l] Business Mch. 
2.50 Internat’] Harvester... . 
4.00 International Match .. 

.00 Jewel Tea 
.00 Johns-Manville 
.00 Montgomery, 

Co, be : Wd 


.40 Penney (J. C.) 
.00 Shattuck, Frank G.... . 
.00 U. S. Pipe & Foundry .50 
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In the Next Issue 


The Next Major Market Movement 
An Upturn in Anticipation of Better Business or Continued Weakness? 
By A. T. MILLer 


A Challenge to High Prices 


Coming Prosperity Will Depend on the Development and Retention of New 


Markets. 


Important Changes Must Take Place in Our Basic Production. 


No Business Man or Investor Can Afford to Miss This Significant Discussion. 
By CuHarLes BENEDICT 


Companies That Will Profit By Fall Business 
and Whose Favorable Position Will Find Reflection in the Value of Their Stocks. 


If Rubber Goes Native? 


How Will the Securities of Rubber Manufacturers Be Affected? 
By J. C. Crirrorp 


—_—_—__ 








When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 




















Complete Financial Library 
in Il Volumes 


- 6 agar standard books published by THE MAGAZINE OF WALL STREET cover 
every phase of modern security trading and investing. Written in a concise, 
easily understandable, manner they give you the result of years of research 

and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


Library of Trading and Investment 
Fundamentals 


Fourteen Methods of Operating in the 
Stock Market 

Presents in detail the actual methods used by some of the 

most successful forecasters of market conditions showing 

the factors that, in their opinion, cause a rise or decline in 

security values. 

(No. 2) You and Your Broker 

Discusses every phase of the relationship between your 

broker and yourself. Describes what you should watch in 

entering an order, in checking statements and in attending 

to routine matters on your account. 

(No. 3) When to Sell to Assure Profits 

Goes into detail concerning the fundamental factors that 

affect security values. Covers explicitly the important prin- 

ciple neglected by many investors (who too often are only 

good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 

Contains the ten Cardinal Trading Principles that you must 

employ if you are to make consistent profits in your market 

operations. Provides you with a complete knowledge of 

stock -market technique. 

(No. 5) The Proper Time to Buv Low-Priced 
Securities for Big Profits 

Especially adaptable to current market conditions. Tells 

how to detect buying points in short swings and in individual 

stocks, when and what to buy for quick profits, buying 

securities for speculation, etc. 


Famous Set by John Durand 


The New Technique of Uncovering 
Security Bargains 

Describes specifically the different methods necessary for 

selecting profitable investments in leading industries devot- 


(No. 1) 


(No. 6) 





Individual Price of 
Each Book .... $2.25 


When Sets of 2 or 
More Books Are 
Ordered. Each. . $1.50 











THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N: Y. 


LEASE send me your Complete Library of 11 Standard 
Pooks on Security Trading and Investing. 
0 $15 Enclosed. [J C. O. D. $15. 


September 19, 1931 


ing space to each industry. Goes fully into sound funda- 
mental factors upon which real intrinsic value is founded. 


(No. 7) How to Secure Continuous Security Profits 
in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

‘experts of The Magazine of Wall Street base their judg- 

ment in the selection of securities. 


The Businessman-Investor’s Library 


(No. 8) Financial Independence at Fifty 
Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income: to save; the kind 
of insurance most profitable, etc. 


(No. 9) Necessary Business Economics for Successful 
Investment 

Sets forth the significance of supply and demand, the effect 

of good and bad crops, the ebb and flow of credit and similar 

factors which should help you to recognize and take advan- 

tage of the trend. 


(No. 10) Cardinal Investment Principles upon which 
Profits Depend 

Tells how to put your financial house in order—how to 

make your plan and carry it out after it is made. Bridges 

many danger spots which otherwise could be avoided only 

through costly experience. 


(No. 11) Thé Investor’s Dictionary 

487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


fusely illustrated with charts, graphs and tables, replete 
They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


with practical examples and suggest’ons. 


| The entire 11 books are uniform in size and style, pro- | 





Special Offer 


Complete Library of 
Entire 11 Books. $1 2 








All orders outside of the Continental U. S. A. 
must be accompanied by full remittance. 


LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting $2.25 

if only one is ordered, or $1.50 each if sets of two or more 
books are ordered.) 
D $ Enclosed. [] C. O. D. $ 


State 


(] Please mail me, without obligation, your descriptive book circular. 




















To smokers who 
are HARD-TO-CONVINCE. 


We like nothing better than to induce a hard- 
to-convince smoker to switch to Camels for just 
one day. 

For we know that after he has made a real 
test, it will be mighty hard to lure him away 
from this famous brand. It’s not easy to smoke 
parched-dry cigarettes once you have known 
the delights: of perfectly conditioned Camels. 

After inhaling the cool, soft fragrance of 
the Camel blend of choice Turkish and 
mellow Domestic tobaccos protected by 
the Humidor Pack, your throat protests 
against the bite and sting and harsh hot- 


@ Don’t remove the moisture-proof Cellophane from 
your package of Camels after you open it. The 
Humidor Pack is protection against sweat, dust 
and germs. It delivers fresh Camels and keeps 
them right until you smoke the last one 


@1931, R. J. Reynolds Tobacco Company, Winston-Salem, N.C. 


ness that comes from crumbly, dry tobacco. 

No matter where you pick them up, in any 
land, in any climate, Camels are the same fresh, 
factory-prime cigarettes. 

For the Humidor Pack of moisture - proof 
Cellophane air-seals all the flavor in and keeps 
out weather, dust and germs. 

This is no mere advertising story. It is a reci- 
tation of fact that has made the whole country 
conscious of a new superiority in Camels. 

If you are hard to convince, won’t you switch 
to Camels for just one day? Then leave them 
—if you can. 


NO CIGARETTY AFTER-TASTE 
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